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ON GUARD 


We place all our faith and trust in the 
gallant men who compose our armed 
forces. We know they are vigilantly guard- 
ing our liberties, night and day, and that 
because of them, we can go about our 
usual duties in comparative serenity. » » 
La Monte Safety Paper, through guarding 
against possible check fraud, is relieving 
the harassed Banker and Business Man of 
a potential source of worry and loss. 
La Monte Safety Papers, invented seventy- 
one years ago for checks and other ne- 
gotiable documents, are the Symbol of 


Safety. Your lithographer or printer will 


be glad to show samples and explain 


' OR ONE clad how your trade mark or insignia can 





be adapted to your check paper. 
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LETTERS 


Extra Dividend 


Sirs: You may be interested in the 
action of our association in paying an 
extra dividend in War Stamps and Bonds. 

After declaring a dividend for the first 
half of the year 1942 at the rate of 3% per 
cent per annum, amounting to $85,481.57, 
the board authorized an additional dis- 
tribution of $12,221.68 at the rate of 
¥Y% per cent per annum in the form of 
checks payable to the postmaster to be 
exchanged for war stamps or bonds. 

The author of this idea is our President 
Philip Lieber, a past president of the 
United States Savings and Loan League. 
“It is not so much the payment of the 
dividend as the manner in which it is being 
distributed that is a source of pride to us,” 
Mr. Lieber stated. “If the many thou- 
sands of financial institutions would do 
what we have done, millions of dollars 
would be placed with our government to 
help win the war.” 

Every member of the board and every 
member of our staff is the owner of war 
stamps and bonds. 

Lours R. SNypEr, Secretary-Treasurer, 

First Federal Savings and 

Loan Association, 
Shreveport, Louisiana 
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For Ledger Card One 


Strs: In the June issue of The Burroughs 
Clearing House, page 7, we note that the 
Mahoning National Bank, Youngstown, 
Ohio, has each new customer sign ledger 
card number one at the time he signs the 
customary signature card. 
We have several officers handling the 
opening of ——« accounts and find it 
more convenient to have the customer sign 
a piece of gummed paper that is attached 
to the signature card. This together with 
the signature card goes to the bookkeeping 
department where the gummed tape is 
fastened to ledger card number one in the 
upper right-hand corner. We have used 
this system for several years, and in our 
estimation it speeds up the paying of 
checks that come to us from the clearing 
house. 
It is also helpful to the paying teller in 
paying those first checks on new accounts 
since he finds the balance and the signature 
in one place. 
D. E. Curistie, Assistant Secretary, 
The Indiana Trust Company, 
Indianapolis, Indiana 
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Personnel Shortage 


Sirs: Mr. Riddle’s article, ““Personnel 
Shortage,” in your June issue, was excel- 
lent. He successfully resisted the tendency 
to generalize, and got right down to 
practical suggestions. 

All of us can appreciate that Washington, 
D. C., must be the toughest city in the 
nation in which to keep an efficient bank 
force together. But banks elsewhere have 
their trouble too, especially in the busy 
defense areas. In the past six months our 
bank has lost, either to the armed forces 
orto the high-pay defense plants, more than 
20 per cent of our clerical group—book- 
keepers or listers. But their replacements 
are already at work, and fairly well 
Seasoned. 

Here is how we did it. Early last fall, 
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when school opened, we contacted the 
head of the Commercial Department of 
the high school. He was delighted to co- 
operate and selected, from his seniors, five 
girls whose records indicated unusual 
ability. After an interview, the young 
ladies arranged their schedules of study so 
they could report for work at 1 P.M. dur- 
ing the week. On Saturday they worked 
the same hours as the regular force. Al- 
though we did not need all this help we 
put them to work learning to list and post. 
As expected, we lost some of our force, 
but with the extra help we were able to 
take up the slack. The vacation period 
coincided with the graduation of our 
apprentices from high school and every one 
has become a full time employee with a 
fair degree of experience. 

We justify the expense of hiring un- 
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needed personnel by the following results: 

1. We were able to train ahead of an 
employee shortage resulting in  semi- 
experienced replacements. 

2. By allowing high school under- 
graduates to earn while learning we 
created good will, and a desire on their part 
to continue. To some extent we had an 
option on their services. 

We were able to determine their fit- 
ness for bank work before they were called 
upon to fill a full time job. 

4. Wecreated good will at the source of 
supply of employee material. 

The commercial department of your 
local high school is a fine hunting ground 
for replacement personnel. 

DonaALp B. Situ, Cashier, 

First National Bank, 
Mishawaka, Indiana 
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Condensed Statement of Condition as of June 30, 1942 
(In Dollars) 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


ASSETS 

Cash and Due from Banks and Bankers 
United States Government Obligations (Direct or Fully 
IID 5 oo o's bu woe eemeees 
Obligations of Other Federal Agencies 


eee ee eee 
Loans, Disccunts and Bankers’ Acceptances 


Customers’ Liability for Acceptances 


Ownership of International Banking Corporation 


I ca: in hs 09 Od hie ERD RG EES WHHe EERO ry BARES $3,128,263,792 
LIABILITIES 
eer Teer Tr err eee Te ree eee eee $2,917,113,053 

Liability on Acceptances and Bills........ $11,971,019 
Less: Own Acceptances in Portfolio. .... 5,639,403 6,331,616 
Teeme im Trameit with Eranches. ...... ... ccccccccsvsecss 14,852,967 
Reserves for: 
Unearned Discount and Other Unearned Income...... 3,054,820 
Interest, Taxes, Other Accrued Expenses, etc. ....... 8,779,621 
NE i kane oe eects al hp Be ehactivig SLSR RTE el a aI 3,100,000 
| en ee ee ee ee $77,500,000 
EE ee err eee eee ee ee 77,500,000 
pe ee eee 20,031,715 175,031,715 


Figures of Foreign Branches are as of June 25, 1942, except Chinese and Japanese branches 
which are as of November 25, 1941, and the Philippine branch as of December 23, 1941. 


$226,018,533 of United States Government Obligations and $14,784,384 of other assets 
are deposited to secure $190,495,239 of Public and Trust Deposits and for other purposes 
required or permitted by law. 


(Member Federal Deposit Insurance Corporation) 


brated eas me wneteas $ 935,698,027 
1,277,330,145 
37,250,496 
159,411,837 
61,514,529 
595,152,147 
5,720,191 
5,018,247 
4,650,000 
7,000,000 
38,805,636 
1,500 

711,037 

















$3,128,263,792 
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Bank Stories 


Strs: May we take this opportunity to 
thank you for sending us The Burroughs 
Clearing House through the years. 

Frankly, we do not believe the magazine 
could be improved upon unless it might be 
from just one angle. We enjoy the articles 
and the Clutchbill stories, but lately have 
wondered if a little more humor in the way 
of jokes or actual bank experience stories 
might not be good for most of us in these 
critical times. Every bank has many such 
stories that they would be glad to send you. 

RevEs L. Bo..ina, Cashier, 

Commercial Bank, 
Alma, Arkansas 
+ + - 


From Readers 


Sirs: Virtually every mail since publi- 
cation of your May issue has brought me 
letters on my article, “Small Bank Earn- 
ings.” These letters have come from banks 
all over the country. 

H. G. VINcENT, President, 

State Savings Bank, 
Otsego, Michigan 


Sirs: We wish to tell you how much 
we appreciate The Burroughs Clearing 
House each month. We find it very inter- 
esting and that it contains a great deal of 
information that is of value and assistance 
Ss us in the daily operation of our institu- 

ion. 


JULIAN FRostT, 
Executive Vice-president, 
Decatur County State Bank, 
Leon, Iowa 


Strs: The Burroughs Clearing House 
is one of the few monthly publications that 
does not ss promptly filed, unread. 

JouHn H. RANDOLPH, President, 

First Federal Savings and Loan 
Association of Richmond, 
Richmond, Virginia 
» % + 


Flying in Denver 


Stns: The photo is of the “‘first out- 
door service flag” to fly in Denver. It 
proudly bears twenty-five stars, represent- 
ing former employees now in service and 
those called to the colors this month. 

Roblin H. Davis, our president, who is 





surveying the flag, also has two sons in the 
service, one in the’ Navy and one in the 
Air Corps. 
S. BrucE McLerRAn, 
Publicity Director, 
The Denver National Bank, 
Denver, Colorado 


=> 


—— 
= 











Sas 


gan 


uch 
ring 
\ter- 
il of 
ance 
Litu- 


lowa 


louse 
that 


id, 
ginia 


out- 
— 
sent- 
. and 


ho is 





in the 
in the 


ik, 
lorado 








The greatest factor in molding public opinion: The succession of brief contacts between employees, customers 


AGAINST A BACKDROP OF WAR 





Pustic RELATIONS 


A formula for good public relations, today and in the future. 
The No. 1 ingredient, says Mr. Price, is a capable, alert staff 


BVIOUSLY, any present-day ex- 
() amination of public relations 
for banks must be made against 

the backdrop of war. However, I am 
convinced that the formula for good 
public relations is the same in war and 
In peace. The scenery is different; 
the words and music are different; but 
the theme and the ending are the same. 
Good public relations now and 
always presupposes both sound policy 
and competent performance. It in- 
Volves doing the right thing, at the 
night time and place; it involves also 


By 
GWILYM A. PRICE 


President, The Peoples-Pittsburgh Trust Company, 
Pittsburgh, Pennsylvania, and Chairman, 
Public Relations Council, American 
Bankers Association 


letting it be known that the right thing 
has been done. It has been said, and 
often repeated: “Do all the good you 
can, in all the ways you can.” To 
which practical sense would add: 





““And don’t forget to let the beneficiary 
know who did it for him.” The com- 
bination of those two thoughts is the 
basis for good public relations. 

Good public relations for banking 
today does not consist simply in say- 
ing: “We are all out for victory.” 
It demands that we be all out for 
victory, and that we let everybody 
know we are. It doesn’t consist simply 
in the statement “‘War Bonds for sale 
here,” or running an advertisement 
which says, “Money to lend to war 
industries.” So far, so good; but not 


Mrs. Davies, supervisor, 


far enough. We must really sell 
bonds, and buy bonds, and lend money, 
and give all the other forms of help we 
can to every war activity. And then — 
don’t forget —let everybody know those 
things are being done, and not just 
being talked about. 

Good public relations for banking 
today —or any future day—does not 
consist simply in bank executives 
going to church and joining the right 
clubs and being seen in the right 
places. It does not consist simply in 
bank managements’ carefully con- 
sidered decisions on basic policies, or 
in banks and bankers contributing 
their share to community activities 
and national efforts. It does not con- 
sist simply in bank presidents saying 
the appropriate thing in the news- 
papers, or in banks publishing the 
right kind of thing in their advertise- 
ments. It includes all these, yes; but 
it includes other items as well. 


ONE thing we are prone to forget is 
the degree to which successful public 
relations depends upon the enlisted 
personnel of our institutions. We 
choose our officers with care, selecting 
men who will do and say the proper 
thing in the proper way; we keep close 
check on their performance. It is 
easy to fall into the error of believing, 
or at least acting as though our stand- 
ing with the public depends entirely 
on the behavior of these men whose 
names are on the statements of condi- 
tion and on the bronze desk-plates. 
Actually, we all know better than 
that. We know—whether or not we 


act on our knowledge —that so far as 
most of our customers and prospective 
concerned, .the 


customers are real 
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and bank’s page girls gathered for one of their instruction classes 


standard of measurement is the ntelli- 
gence and courtesy of our tellers, our 
clerks, our secretaries, our reception- 
ists, our telephone operators, all those 
whom the public sees and hears. 

A bank president’s average day in- 
cludes only a few contacts, face to face 
and over the telephone, with indi- 
viduals outside his banking family. 
The average vice-president or cashier 
or other officer has much the same 
sort of a day. 

Only in the small city or town is the 
bank executive really acquainted with 
a major fraction of the people on whose 
good will his bank’s future depends. 
In the large city bank, at least nine 
out of ten human contacts in any busi- 
ness day are made by employees no 
higher than junior officers. For every 
individual who hears the sound of the 
president’s voice, hundreds hear at 
least a few words from the telephone 
operators. Most of the time, many of 
our choicest accounts are largely at 
the mercy of the relationship between 
a teller and some minor representative 
of a large depositor or borrower. 

Most people make up their minds 
about banks and bankers on the basis 
of their dealings with tellers and other 
counter employees. Executives can 
maintain friendly relations with major 
customers, but they can’t spread them- 
selves thin enough to see and talk with 
all customers. Most customers don’t 
want to transact their routine items of 
business with executives, anyway. 
They (or their agents) want to get up 
to the window, do what they came for, 
and get out —with maybe a few words 
about the weather or the war or some 
other universal topic. 

So, if the bookkeeper of the XYZ 





Manufacturing Company thinks a 
teller at your bank is discourteous or 
inefficient, he ends up by thinking the 
same thoughts of the bank. And, in 
some cases, the bookkeeper’s boss, old 
Mr. X himself, may have his opinion 
formed by what the bookkeeper tells 
him about your bank. If Mrs. A calls 
your bank on the phone, trying to 
get an answer to some question, and 
if the phone operator is stupid or 
discourteous —what does Mrs. A think 
of banks and bankers? Does she 
believe the ad she saw in this morning’s 
paper, or does she believe her own ears? 


‘THE way you select and train your 

officers, the way they behave both 
publicly and privately, the services 
you offer, the things you say in print 
about your services —all these things, 
and many more, help in forming public 
opinion of your bank and of banking 
in general. Each of us takes great 
pains in all these major matters; and 
they are major. But the greatest 
factor of all in molding the public 
mind in its attitude toward any bank 
is the continuous succession of brief, 
casual, in many ways trivial contacts 
between the mass of the bank’s em- 
ployees and the greater mass of its 
customers. 

If your employees acquit themselves 
well, your public relations problem is 
well on the way to solution. If they 
know their jobs; if they understand 
the bank’s policies and are eager to 
explain them; if they know what cal 
be done for a customer and are alert 
for an opportunity to tell him; if they 
are cordial and courteous and con- 
siderate, and with it all, prompt; if 
they act as though your bank were 4 
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good place to be and they were really 
glad to be there —if all these ifs are 
on the right side of the ledger, then 
your officers can function as they are 
supposed to function, your sales force 
and your advertising and publicity 
can go to work in a favorable market — 
as a matter of fact, you will soon be 
wondering how you can enlarge your 
banking quarters at a time when build- 
ing materials are on priority. 


THIS matter of employee education 
and attitude and behavior has been 
important enough, at any time in the 
past. Today, and for the future so 
far as we can foresee it, it is still more 
vital. For today, and in the years 
that are near at hand, we are experi- 
encing social and economic changes 
that underline and emphasize the 
necessity of a sound public relations 
program for banks as it never has been 
emphasized before. 

I refer, of course, to that combina- 
tion of facts which includes the waning 
and often the disappearance of large 
fortunes; the absolute as well as rela- 
tive shrinkage in the spending power 
of our upper income groups; the shift- 
ing of industrial and commercial con- 
trol from the individual or family, as 
owner, to the hired manager; the 
increase in absentee ownership. And, 
along with these, the vaulting gains, 
both relatively and in the absolute, of 
the economic groups which have been 
below the median line of our so-called 
middle class. America’s rich are 
getting poorer; our poor are getting, 
not rich, but certainly much more 
prosperous. 

Most great changes come so slowly 


G. A. PATTERSON, treasurer, is in 
charge of personnel 
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they can hardly be seen. This one 
has come so rapidly and so forcefully 
that no one could miss it. I doubt if 
in the entire history of banking there 
has been so radical a change in the 
major elements of the banker’s market. 

I would not attempt here to point 
out all the implications of this change. 
Sticking to my subject, I would re- 
mind you only that we must take this 
altered situation thoroughly into ac- 
count in planning and executing a 
public relations program. From the 
standpoint of sheer self-interest (omit- 
ting for the moment the considerations 
of altruism and good citizenship and 
corporate duty) we find that we must 
develop and maintain friendly rela- 
tionships with a larger group than 
ever. Less even than in the past can 
we reckon that our success depends on 
doing business with the few. Their 
good will is still something to prize, 
but it cannot be our only reliance. 

Perhaps it has been fairly easy for 
banks to get along with big business, 
because each understands the other. 
Getting along with greater numbers of 
people has been a more complicated 
problem. And now complication is 
piled on complication by the economic 
rise of millions to the point where, for 
the first time in their lives, they may 
feel the need of a banking relationship 
and be eligible for banking services. 
That this occurs at a time when the 
world is in turmoil, when the guidance 
and operation of any sort of enterprise 
calls for the best in management, is 
added elaboration of the problem. 

If ever we set store by alert, enthusi- 
astic, intelligent and loyal employees, 
the time is now. If ever there was a 


Proper personnel leadership is largely a person-to-person effort 


JOHN KINNEMAN, JR., vice-president, 
directs the public relations program 
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GWILYM A. PRICE 


““A bank president’s average day in- 
cludes only a few contacts’’ 


time when our personnel policies were 
of prime importance, this is that time. 
If ever the reputation of our banks, 
their chances to progress and expand, 
were dependent on the skill of manage- 
ment in selecting, training and leading 
the rank and file of banking personnel, 
it is today. 

How this is to be done is, in its in- 
finite detail, material for a book rather 
than for a single article. My only pur- 
pose here is to point out what I believe 
should be. the No. 1 ingredient of 
banking’s public relations program 
and to add in a few words what I 
believe are the major steps in obtain- 
ing the improved performance by our 
personnel which is so essential in the 
light of current conditions. 

Obviously, a first step is careful 
selection. But equally obviously, most 
of the selecting already has been done 
for us. What remains is to get the 
best out of what we have. And that, 
I am sure, will depend largely on how 
well we do these things: 

1. Explaining the job, and dignify- 
ing it, so that the worker will under- 
stand what he is doing, and realize 
how important it is that he does it well. 

2. Explaining the bank’s program 
and policies, so that each employee 
will see the picture as a whole, see his 
own part in it. 

3. Providing so far as possible the 
incentives which each employee values 
most —the opportunity for higher posi- 
tion and greater responsibility, the 
chance for greater earnings in return for 
better service, recognition for work well 
done, security in old age —whatever 
it is that each employee values most. 
See PUBLIC RELATIONS—Page 32 
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HE major problem of war finance 

i might be said to be the job of 

providing the volume of military 
goods and services essential to victory 
without at the same time creating an 
inflationary spiral. 

Commercial banks of the country 
have it within their power to soften 
the shock of financing the war effort, 
and to neutralize to some extent the 
inflationary effects of extensive govern- 
ment borrowing. 

Continued full co-operation with the 
Treasury Department is clearly called 
for if banks are to perform their role 
in assuring the financial sinews neces- 
sary to a successful prosecution of the 
war. Not only will banks be called 
upon to meet the heavy demands for 
war loans and such loans for civilian 
purposes as may be deemed necessary 
to the preservation of civilian morale, 
but they must stand ready to take un- 
precedentedly huge volumes of govern- 
ment securities. This is_ essential 
despite the fact that their total security 
holdings already are large. 

At the end of 1937 all member banks 
held direct and guaranteed govern- 
ment obligations amounting to $12.4 
billion. During the succeeding four 
years these holdings increased to over 
$19.5 billion, an increase of over 65 per 
cent. By April 4, 1942, the total was 
approximately $20.5 billion. Holdings 
of other securities increased during the 
same years by somewhat less than 
14 per cent. On April 4, 1942, mem- 
ber banks held total securities with a 
book value of almost $26.5 billion. 
This figure is approximately 4.5 times 
their total capital accounts. 

Budget estimates for the fiscal year 
ending June 30, 1943, indicate that 
even with the most optimistic esti- 
mates of receipts from all forms of 
taxation and from the 


sale of war 
bonds and general market govern- 


mental obligations to non-commercial 
bank buyers, the commercial banks 
will. be called upon to take at a mini- 
mum an additional $30 billion of 
governments. In March, 1942, excess 
reserves were approximately $3  bil- 
lion and the authorities have it in 
their power to preserve an easy 
reserve position through open market 
operations and by lowering the mini- 
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bank Co-operation 


War FINANCE 


By 
ROBERT G. RODKEY 


Professor of Banking and Investments, School of Business Administration, 
University of Michigan, and Director, State Savings Bank 
of Ann Arbor, Ann Arbor, Michigan 


How banks can assist in minimizing the inflationary 


effect of heavy government borrowing. 


Also why 


the writer advocates an investment policy of confining 


commitments to comparatively short-term obligations 


mum reserve requirements. The re- 
serve situation, therefore, is not likely 
to constitute any impediment which 
might interfere with the technical 
ability of banks to hold whatever addi- 
tional volume of governments it may 
become necessary for them to absorb. 

The essential function of commercial 
banking is the mobilization of private 
credit and the direction of that credit 
into channels which will best serve the 
ends of our national economy. In 
normal times this credit is directed 


into channels which facilitate an im- 
provement in our general standard of 
living. But under war conditions it 
must be siphoned off to meet wartime 
emergency needs, and banks must see 
to it that diversion to non-essential 
purposes is eliminated. Clearly, there- 
fore, it becomes the duty of commer- 
cial bankers to scrutinize with the 
greatest care all applications for non- 
war loans. In order to carry a major 
war effort to a successful conclusion it 
is important, of course, that civilian 


Coming months will witness an even sharper debt rise 








INTEREST- BEARING DEBT OF THE U. S. GOVERNMENT 
































































BILLIONS OF DOLLARS END OF MONTH FIGURES BILLIONS OF DOLLARS 
ry T ae. Re ] T T T T T T T 
BRBBE eas BEE RSSYEREESE 
coon x Maan Sa ea GR SS. ce | | —— | a ; — —— 60 
. | | i | | | | | | | 
| | | | | } | | ; | ! 
ott 4 J i 
bee ol A a ee Se a ee P24 
50 }-—+-—"] FEDERAL RESERVE cHaRrT [+ T +—t a t+ “t—] 50 
| | PREPARED BY THE DIVISION OF | | | | | 
+ + + RESEARCH AND STATISTICS See Ee | + + + } 4 
Boars of Governors ot the | i | | | | | 
pe eee Ee Federal Reserve System » A | 4 } io ee SI GPR 
| |} | | | DIRECT OBLIGATIONS 
\ | he S DEE Ee ales © } & SY er Sh AS 
+ t Pes Se 1 =] 
30 i ) 
H— 
a 
Be ' 
1} | 
20}4 + 












































aa 
4 4 
T T t T 
LY GUARANTEED OBLIGATIONS | 
' i ' f 
t 



































wa | | 
0 BER eV eSTSeRSs aes | 
"6 1918 1920 = 1922 1924 1926 1928 1930 i932 1934 1936 1938 1940 


1942 











THE 








mor: 
will 
gooc 
mor: 
tion 
not 
elim 


can 

effec 
volu 
neut 
how 


| 


Bn 


24 


2c 


fo} 


2 oOo 


+ 








im- 
1 of 
s it 
ime 
see 
tial 
ere- 
ner- 
the 
non- 
ajor 
yn it 
ilian 


50 


40 











THE BURROUGHS CLEARING HOUSE—August, 1942 





17 





RESOURCES 


Loans and Discounts 


Other Securities 
Other Assets 


Total Resources 


LIABILITIES 


Deposits ; 
Other Liabilities 


by 10,000. 


figure for June 30, 1943. 








Cash and Due from Banks 


Government Obligations, ‘Direct and Guaranteed 


Total Capital Accounts : 
Total Liabilities and Capital 


*For simplification, the figures for this hypothetical bank were obtained 
by dividing the December 31, 1941, aggregate figures for all member banks 


To the December 31, 1941, figures of the bank’s government securities was 
added the bank’s share of the $30 billion to establish the comparative 
Other securities were decreased. 


As of June 30, 1943 


A simplified statement showing how the purchase of an additional $30 billion of government securi- 
ties by all banks would affect a hypothetical member bank.* 


Projected Position of a Hypothetical Member Bank 














December 31, 1941 June 30, 1943 
$1,973,400 $1,973,400 
1,812,100 1,812,100 
1,950,000 4,900,000 
600,000 400,000 
476,600 476,600 
$6,812,100 $9,562,100 
$6,171,700 $8,921,700 
51,800 51,800 
588,600 588,600 
$6,812,100 $9,562,100 

In the example, deposits are assumed to increase dollar for dollar with the 


hypothetical bank. 


net increase in total securities. t 
will, of course, depend on various factors, including the extent of local war 
activity and the flow of government funds.) 


Figures for other items were not changed in the projected statement for the 


(The trend of deposits for actual banks 














While these figures will vary for the individual bank, they indicate roughly the expected trend 


morale be preserved, and some credit 
will continue to be needed to finance 
goods and services essential to such 
morale. But loans facilitating produc- 
tion and distribution of luxuries should 
not only be cut down, they should be 
eliminated entirely. 

To the extent non-essential credits 
can be eliminated, the inflationary 
effect of the purchase of corresponding 
volumes of government bonds can be 
neutralized. A restrictive loan policy, 
however, is only one of several contri- 


butions many commercial banks are in 
position to make. 

Unwise investment policies of the 
past have left their imprint in current 
bond portfolios of a large number of 
banks. These banks are continuing 
to hold, in most cases merely for better 
prices, many bonds which are not cur- 
rently eligible for new commitments. 
No figures are available showing the 
absolute volume of such holdings, but 
anyone familiar with the history of 
bank investment policies knows that 


Bank holdings will vastly increase in current fiscal year 
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the total can be represented only by a 
figure of considerable size. Sound 
procedure in this matter will have addi- 
tional adverse effects on current in- 
come because it calls for the elimina- 
tion of all such issues without undue 
delay. Since they cannot be purchased 
by other commercial banks their sale 
will mop up purchasing power which 
otherwise would be available to lend 
fuel for the inflationary flames. For 
every million dollars of such bonds 
which is eliminated from banks’ port- 
folios a million dollars of new govern- 
ments can be added without adverse 
over-all effect. And it is obvious that 
the position of individual banks par- 
ticipating in this clean-up will be 
correspondingly strengthened in every 
way except that of current income. 
The sale of subquality obligations is 
thus a second step available to many 
commercial banks to assist in the 
over-all financing effort. A third step 
involves the credit bonds in their 
portfolios which are currently eligible 
for new commitments. There is a 
good deal of evidence to support the 
view that fewer and fewer banks now 
go in for bonds properly entitled to no 
better than third and fourth class rat- 
ings. The most conclusive item of 
evidence on this point, perhaps, is the 
wide disparity in yields between such 
issues and bonds sufficiently sound to 
be considered money bonds. This 
disparity could scarcely continue were 
commercial banks actively im _ the 
market for third and fourth grade 
bonds. Bankers holding such bonds 
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can co-operate effectively in the over- 
all financing problem by gradually 
eliminating from their portfolios all 
issues not measuring up to money 
bond specifications. In general they 
will be purchased by others than com- 
mercial banks, and will thus offset, 
dollar for dollar, the purchase of addi- 
tional governments by the selling 
banks. 


WE have just seen that to some ex- 

tent the effects of taking additional 
huge volumes of governments can be 
neutralized through cutting down non- 
defense loans and by sales of both 
non-eligible and third and fourth grade 
eligible bonds. Even with the most 
energetic and conscientious efforts in 
these directions, however, banks as a 
whole will find themselves in a heavily- 
invested position with the additional 
governments they will be asked to 
absorb. On February 28, 1942, all 
commercial banks held approximately 
$21.6 billion of governments and of 
these member banks held about 95 per 
cent. If all commercial banks must 
take an additional $30 billion, and if 
member banks take 95 per cent of this 
amount, member banks will be adding 
$28.5 billion of governments to their 
February 28 holdings of $20.5 billion, 


making total holdings of governments : 


alone of $49 billion. This amount is 
over eight times their total capital 
accounts. Other securities held had a 
total book value of $6 billion, of which 
perhaps one-third fail to meet money 
bond specifications. If we assume all 
these $2 billion are eliminated, then 
member banks’ security portfolios will 
comprise $49 billion of governments 
and $4 billion of other money bonds, a 
total of $53 billion, or approximately 
nine times their total capital accounts. 
The proportionate holdings will be- 
come still greater the longer the war 
continues after mid-year of 1943. 

Figures indicating the ratio between 
total securities and total capital for 
individual banks will, of course, fall 
on both sides of the over-all ratio just 
developed. Whatever be the position 
of the individual bank, however, all 
will agree that it should conduct its 
affairs so that its vulnerability to 
adverse future developments may be 
held to a minimum. And the particu- 
lar problem to face is how an indi- 
vidual bank whose position approxi- 
mates the over-all figures for member 
banks can hold securities equal to 
nine or more times its total capital 
accounts and yet be impregnable to 
whatever untoward circumstances the 
future may hold in store. 

Attention is called to the fact that 
any bank which has to hold securities 
equal to nine times its total capital 
will be holding these bonds on an 
11 per cent margin, assuming no risk 
whatever in any assets other than 
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bonds. This means that an 11 per 
cent decline in the market prices of its 
bonds would be equivalent to its 
entire capital. Portfolios comprising 
only governments and other highest 
quality money bonds can decline 
severely only because of a major 
advance in interest rates. Everybody 
is aware of the controls in the hands of 
the Treasury and the Federal Reserve 
by means of which it may be possible 
to maintain:interest rates at current 
extraordinarily low levels. Everybody 
is equally aware of the fact that the 
Treasury has an interest in maintain- 
ing these low rates in order to facili- 
tate further financing at low cost to 
the government. It is well to remem- 
ber, however, that saving is discour- 
aged by subnormal interest rates, and 
it is barely possible, if the war con- 
tinues long enough, that the authori- 
ties will find it more important to 
encourage additional savings than to 
keep at a minimum the cost of govern- 
ment financing. Further, if the war 
drags on after 1943 the size of the 
national debt will become truly co- 
lossal. In this situation responsible 
authorities may find it increasingly 
difficult to maintain rates at present 
artificial levels. At any rate there is 
room for sufficient doubt so that 
nobody can be sure interest rates will 
not advance substantially. On a 
fundamental matter which might in- 
volve the continued soundness of his 
institution the banker cannot afford 
to be wrong. When interest rates are 
abnormally low in peace times he may 
protect his position, if he so elects, by 
investing only sparingly in bonds. 
That procedure, of course, is not a 
practical alternative in a period when 
it is supremely important for every 
bank to co-operate whole-heartedly in 


financing the war. The conclusion is: 
If the banker is to assure the con- 
tinued soundness of his institution 
and at the same time hold securities 
on a slim margin it seems obvious that 
he should confine his commitments to 
short and intermediate maturities. 
And the larger the volume he must 
hold the shorter the average and 
maximum maturities should be. 

In the past, yields on short-term 
government obligations commonly fell 
below rates on its longer-term issues. 
There were two notable exceptions to 
this general tendency. From June, 
1920, through January, 1921, short- 
term rates went above long-term rates. 
This happened again during the period 
extending from May, 1928, through 
November, 1929. Both of these periods 
were characterized by severe strain in 
the money market. Whether future 
developments making for a return of 
such conditions will appear nobody 
can be certain. It is a fact, however, 
that short-term rates are now farther 
below normal than are long-term 
rates. And it is obvious that a sub- 
stantial advance in short-term rates 
could be experienced without equaling 
long-term rates. Because of these 
considerations some bankers feel it is 
unsound to concentrate holdings within 
the short and intermediate maturity 
range. For two reasons it is believed 
that this point of view has little 
practical validity. 


IN the first place short-term rates 

are determined by the relationship 
existing between volume of short-term 
funds seeking employment and the 
demand therefor. The volume of 
short-term funds depends upon the 
volume of excess reserves, an item 

See WAR FINANCE—Page 32 


The reserve situation is not expected to restrict bond purchases 
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By HENRY D. RALPH, Washington Correspondent 


Hemispheric Program for 
Economic Control 


Prohibition within the entire West- 
ern Hemisphere of all financial and 
commercial transactions which might 
benefit the Axis powers is contem- 
plated in a series of resolutions unani- 
mously adopted by delegates of all 
twenty-one American Republics at the 
Inter-American Conference of Systems 
of Economic and Financial Control 
which met in Washington from June 30 
to July 10. 

If the governments involved adopt 
the measures sponsored by the con- 
ference they will follow the United 
States in freezing foreign funds, con- 
trolling exports, seizing alien property, 
licensing financial transactions, and 
otherwise preventing Germany, Italy 
and Japan, or their nationals, from 
carrying on economic warfare or 
financing themselves in this hemi- 
sphere. 

One of the resolutions adopted 
urged “‘That the governments of the 
American Republics adopt and put 


into effect as soon as possible effective - 


measures to achieve the following 
purposes: To block effectively the use, 
transmission or transfer of funds, 
securities or property within the Ameri- 
can Republics now held by nations 
which have committed acts of aggres- 
sion against the American continent, 
or subsequently acquired for their 
account, as well as the funds, securi- 
ties and property now held by a real 
or juridical person within such aggres- 
sor nations or in the territories domi- 
nated by them, or subsequently ac- 
quired for the account of such persons.” 

Other resolutions suggest detailed 
methods: of controlling trade and 
finance with neutrals in other parts of 
the world and between American na- 
tions so that the Axis may get no 
benefit from such transactions; for 
control of movement and transfer of 
Securities; for setting up internal con- 
trols “to eliminate from the economic 


FRANCISCO ALVES DOS SANTOS, 

JR., Director of Exchange, Bank of 

Brazil, and vice-chairman of Inter- 
American Conference 


SUMNER WELLES, Under- 
secretary of State 





EDWARD H. FOLEY, Gen- 

eral Counsel, U. S. Treasury 

Department, and chairman 
of the Conference 


Plan tighter financial barriers against Axis in Western Hemisphere 


life of the respective country all un- 
desirable influence and activity”; for 
handling blocked accounts and frozen 
funds; for transferring or liquidating 
Axis-controlled businesses; and for 
interchanging information on_ these 
subjects among the American Re- 
publics. 

The conference was called in re- 
sponse to a resolution adopted by the 
Third Meeting of the Ministers of 
Foreign Affairs of the American Re- 
publics held at Rio de Janeiro last 
January recommending the adoption 
of measures to cut off all commercial 
and financial intercourse, direct and 
indirect, between the Western Hemi- 
sphere and nations signatory to the 
Axis pact and territories dominated 
by them. 

Sessions were held at the Pan 


American Union building, and the 
opening address was given by Sumner 
Welles, Undersecretary of State. Ed- 
ward H. Foley, General Counsel of 
the Treasury Department and dele- 
gate of the United States, was elected 
chairman, while the vice-chairman 
was Francisco Alves dos Santos, 'Jr., 
Director of Exchange of the Bank 
of Brazil. 

Each of the twenty-one countries 
sent either one or two delegates, and 
most delegates were accompanied by 
alternates and advisers. A majority 
of the delegates were presidents or 
high officials of the central banks of 
their countries; while others were 
ministers of finance, ambassadors to 
Washington, or officials of exchange 
control departments of their govern- 
ments. 
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Delegates at Inter-American Conference, including many high officials of central banks, hear Undersecretary Welles 


In an address closing the confer- 
ence, Mr. Foley said: 

“We came here to discuss our 
mutual problems, to learn of each 
other’s experiences, and, particularly, 
for the purpose of developing a hemi- 
spheric program for effectively con- 
trolling the financial and economic 
transactions and interests of the Axis 
nations and their allies and of those 
under the domination or influence of 
the Axis. These objectives have been 
accomplished. The eight resolutions, 
which have been unanimously adopted 
by the delegates to this conference, 
constitute a powerful and effective 
hemispheric program of economic and 
financial controls.” 

In response, Dr. Jose J. Gonzalez 
Gorrondona, director of the Central 
Bank and president of the Import 
Control Board of Venezuela, declared: 

“Beyond all doubt, the results of 
this conference will] facilitate to a large 
extent the task we have assumed, that 
is, to eradicate forever any Axis harm- 
ful influence within the limits of our 
territories.” 


New Emphasis Placed on 
Treasury Bills 


The short-term bills which the 
Treasury is putting on the market in 
increasing quantities as a part of its 
war financing program offer an attrac- 
tive outlet for idle funds of commercial 


banks, corporations and other investors 
for short periods. 

Treasury bills are nothing new, but 
until recently most of them were 
bought by the large banks in financial 
centers, and the smaller banks either 
were not interested or were not famil- 
iar with the details of the discount 
method of bidding for them. There 
is a growing interest in this type of 
security; they come at a time when 
there is a decrease in the supply 
of short-term commercial investments 
and a need for increased earnings by 
banks. 

Treasury bills are issued every week 
and usually have a maturity of ninety- 
one days. Unlike other government 
securities, they do not bear interest 
and they are sold below par. All 
successful bids up to the amount 
offered are accepted in full although 
frequently there is a partial award to 
bidders at the lowest price. The bills 
are negotiable and can be bought and 
sold in the open market at any time. 
A number of large banks make a 
practice of purchasing these bills from 
the Treasury and supplying them to 
their correspondent banks at the 
market, though the small bank can 
purchase direct by watching the money 
rate closely and bidding judiciously. 
The correspondent bank will enter 
bids for them or advise with them. 
Treasury bills form a very liquid type 
of investment because there:is always 
a market for them and recently the 
Federal Reserve banks announced 


that they stand ready to buy all 
Treasury bills offered at a rate of 
three-eighths of 1 per cent, a yield 
which is only slightly higher than 
their current offering price. 

Since the bills are short-term and 
riskless they naturally have a very 
small yield. A few years ago, when 
interest rates were at a low ebb, 
Treasury bills often sold very close 
to par and occasionally even at par 
or slightly above because certain in- 
vestors found it more profitable to 
have their funds invested for three 
months at no interest than to have 
them lying idle and subject to state 
taxation. 

Recently the bids have not been so 
high, which means that the yield has 
increased in terms of an annual inter- 
est rate. Current sales are averaging 
around 99.908, which is equivalent to 
an interest rate of about 0.36 per cent 
or slightly under three-eighths of 1 per 
cent. 

For years the Treasury habitually 
sold $100,000,000 of bills every week. 
A year or so ago this was stepped up 
to $150,000,000, and now the weekly 
sale is $300,000,000. 

War financing requirements recently 
led the Treasury to issue certificates of 
indebtedness, usually of six to nine 
months maturity, a type of security 
it had not issued for several years. 
Certificates are not sold on a discount 
or bid basis, but carry a stipulated rate 
of interest, currently one-half to five- 
eighths of 1 per cent, and are allotted 
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on a subscription basis like govern- 
ment notes and bonds. Purchase of 
certificates, therefore, offers no par- 
ticular problems to a bank accustomed 
to buying government securities. 

During the past year there has been 
a considerable decline in the excess 
reserves of banks in the money-market 
centers, while the available funds of 
other banks have continued large. 
The result is that a relatively small 
percentage of excess reserves is now 
held in the leading financial centers, 
while a large proportion is held by 
banks in the smaller cities and is 
available for investment in short-term 
paper. The Federal Reserve Board 
feels that it is highly desirable that 
such funds be invested in short-term 
Treasury bills and certificates. This 
practice would make for flexibility and 
liquidity of bank portfolios, while 
assisting in financing the war. For 
these reasons the board is advising its 
smaller member banks to take an ac- 
tive interest in Treasury bills. 

There is an offering of Treasury 
bills every week, and bids are sub- 
mitted through the Reserve banks on 
forms provided by them. An an- 
nouncement, giving the maturity and 
amount of the issue, is made by the 
Treasury every Friday unless a holiday 
intervenes; bids are opened Monday 
at 2:00 P.M. Eastern time, and the 
bills are dated and paid for Wednesday. 
Bids may be submitted Monday by 
telegraph provided tender forms are 
mailed immediately. A bank must 
indicate in its bid whether the pur- 
chase is for itself or for the account of 
customers, and if the bank itself does 
not guarantee payment a deposit of 
10 per cent must be made with the bid 
when it is foracustomer. Occasionally 
the Treasury permits payment by war 
loan credit. 

Bids for Treasury bills are made on 
a discount basis, and bills up to the 
amount of the offering are allotted to 
the highest bidders. This means that 
the bidder offers a price for the bills 
below 100 by an amount equal to the 
discount for 91 days at the annual 
rate that the bidder wishes to obtain 
on his investment. 

Tenders for Treasury bills must be 
made in multiples of $1,000 maturity 
value, and the bid must be stated on 
the basis of 100 with not more than 
three decimals and no fractions. For 
example, for a yield of approximately 
0.36 per cent per year the bid for 
ninety-one-day bills would be 99.909. 
The same bidder may submit different 
bids at varying prices by using 
separate tender forms. 

At the time set, each Federal Re- 
serve Bank opens the bids and tele- 
graphs them to the Treasury. Start- 
ing with the highest price, the Treas- 
ury awards bids in full until it has 
obtained the amount of funds sought. 







































































21 
TREASURY BILLS AND CERTIFICATES OF INDEBTEDNESS 
TOTAL OUTSTANDING 

(BILLIONS OF DOLLARS) (BILLIONS OF DOLLARS) 
4 4 
3 3 

| Data: Federal Reserve Board | 
2 2 
- a a 
\ | 
0 e) 
1938 1939 1940 1941 1942 
Treasury aim: To interest smaller banks in Treasury Bills 
Average of ten- High tenders Low tenders 
— Days to ders accepted accepted accepted 

date maturity 2 Rate : Rate : Rate 

| Price (Per cent) Price (Per cent) Price (Per cent) 
May 6 91 | 99.910 .358 99.938 .245 99.906 .372 
May 13 91 99 .907 . 368 99.938 . 245 99.905 .376 
May 20 91 99.908 . 365 99.940 . 237 99.906 .372 
May 27 91 99.908 .365 99.940 . 237 99.906 .372 
June 3 | 91 99.908 .365 99.925 . 297 99.906 312 
June 10 91 99.907 . 366 99.925 . 297 99.906 372 
June 17 91 99.908 . 365 99.930 277 99.907 .368 
June 24 85 99.914 . 362 99.935 .245 99.913 . 368 
July 1 91 99.909 . 360 99.940 . 237 99.907 .368 









































Prices at which Treasury Bills have sold 


Where several bids are made at the 
same price and they cannot all be 
accepted, the sale is prorated on the 
basis of the amounts bid for. A 
successful bidder may ‘stipulate the 
denominations in which he wants the 
bills issued and the place and manner 
of delivery. Bills and certificates may 
be wire transferred through the Federal 
Reserve System without cost. 

The above table shows the prices 
at which Treasury bills have sold 
during a recent representative period. 

. o aa 


SWPC Created to Spread 
Subcontracting 


Small manufacturing concerns and 
machine shops capable of converting 
to war production now have a better 
chance of obtaining subcontracts:than 
previously as a result of the creation of 
the Smaller War Plants Corporation. 

This government corporation, with 
a capital of $150,000,000, was created 


by Congress as a subsidiary of the 
War Production Board. Its head is 
Lou E. Holland of Kansas City, 
Missouri, who is also Deputy Chair- 
man of the War Production Board. 
The sole function of the SWPC is 
to increase the output of war materials 
by putting more of this production in 
the hands of small plants which have 
been unable to secure contracts or 
subcontracts. The chief method will 
be by having SWPC obtain primary 
contracts itself from the Army, Navy, 
or Maritime Commission, and farming 
out bits and pieces to small shops 
throughout the country. In this way 
the SWPC will be responsible for 
fulfillment of the contract according 
to specifications and the government 
procurement agencies will be relieved 
of the necessity of dealing with hun- 
dreds of little contracts. Many. large 
companies have subcontracted the 
major portion of their war work, and 
in a number of instances groups of 
See WASHINGTON VIEWPOINT—Page 42 
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with a shrinking volume of con- 
sumer credit loans. Some execu- 
tives are even wondering if they 
should discontinue their activities in 
this field for the duration of the war. 
Under present conditions consumer 
credit presents innumerable problems. 
Federal Reserve Regulation W and its 
four amendments have effectively cur- 
tailed demand. Many people seem to 
have the impression that consumer 
loans are no longer permitted or avail- 
able. Freezing and priority orders 
are changing the consumer economy. 
Manufacturers have found it neces- 
sary to convert from peace to war 
production. Retail appliance and 
furniture stores will soon be hard 
pressed for merchandise to sell. (On 
the Pacific Coast the evacuation of 
enemy aliens and American-born Japa- 
nese presented problems for banks and 
other financial institutions.) The Sol- 
diers’ and Sailors’ Civil Relief Act of 
1940 and the amendments thereto 
proposed this year have caused con- 
cern about the handling of applications 
and obligations of men of military age 


"Sos many banks are faced 
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Keeping Abreast of 


(CONSUMER CREDIT 


By 
H. H. CHRISTENSEN 


Assistant Vice-President, American Trust Company, San Francisco, 
California; and member, Consumer Credit Council of 
the American Bankers Association 


An answer to the question, “Should we discontinue 
consumer credit activities for the duration of the 
war?” There should be no blackout of bank credit 


for the deserving individual, the writer maintains 


in his timely discussion of consumer loan problems 


as well as those already in the military 
services. 

However, despite the absolute need 
for our all out war effort, it seems 
quite clear that the country’s domestic 
economy must be maintained at the 
best possible level. That seems to 
mean, further, that banks will have 
demands for consumer credit through- 
out the war period. 


The British have gone through two 
years of serious war conditions. Their 
financial and business concerns are 
still granting credit, but on a reduced 
scale. Canada, likewise, is continuing to 
do considerable business on acredit basis. 

Before discussing the direct prob- 
lems involved in consumer lending in 
war time, let us look at the record in 
peace time. 


During the past eleven years, the American Trust Company has handled over 100 million dollars in consumer loans 
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Assistant Manager O. W. Frieberg explains new loan regulations to customer 


War conditions heighten importance of moral risk factor 


In our institution during the past 
eleven years we have handled several 
hundred thousand accounts for more 
than a hundred million dollars. This 
business, above all others, has given 
us the diversity which banks have 
sought for many years. 

No matter how we calculate our 
loss ratios, our experience to date has 
been satisfactory. When based on the 
total amount that has been paid off 
on the aggregate of loans made, our 
cumulative loss ratio is approximately 
one-tenth of 1 per cent. Based on 
average outstandings for a calendar 
year, our highest loss ratio for any 
one year has been about one-sixth of 
1 per cent. And when based on losses 
to gross income for a given calendar 
year our highest annual loss ratio has 
been about 2.8 per cent. 

Earnings on these loans have been 
above the average for all other types 
of loans in our commercial depart- 
ment. (Some very substantial re- 
serves have been set aside to cover 
possible losses.) 

Quite obviously, our loss ratio may 
be increased. But, as this article is 
Written, there is no reason to believe 
that losses will ever approach a 
figure to cause any great concern; 
barring, of course, a complete break- 
down of the economic structure of 
the country. 


Advertising folders emphasize wise 
borrowing, getting out of debt 


Our experience covers contracts pur- 
chased from dealers as well as direct 
obligations. It includes personal loans, 
automobile loans and contracts, house- 
hold appliance and furniture contracts, 
commercial and agricultural equip- 
ment contracts, Federal Housing Title 
I loans, and other types of consumer 
financing. 


[N the past few years the banks of 

the country have done a remarkably 
good job of providing bank credit for 
the average individual. In 1936 the 
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Bank Management Commission of the 
American Bankers Association, in bul- 
letin number 17, said “It is estimated 
that 85 per cent of the population of 
the United States are without bank 
credit.” It would be interesting to 
have a new survey on the subject 
today. Quite likely, the percentage 
would show that banking credit is 
now available, directly or indirectly, 
to 60 or 70 per cent of the population. 
’ Early in 1941 the American Bankers 
Association, through its Consumer 


Credit Creed, -expressed the belief. 


that the extension of credit to wage 
earning or salaried individuals on a 
sound basis was an economically im- 
portant part of bank credit service. 
At the same time, it was pointed out 
that banks should endeavor to assist 
people to get out of debt rather than 
into it. In these expressions the 
A. B. A. seems to have sounded the 
keynote on consumer credit for the 
war and post war periods. Since that 
time, substantially the same sentiment 
has been expressed by those in high 
places, including the President in his 
message to the people this spring. 

Ronald Ransom, Vice-chairman of 
the Federal Reserve Board, speaking 
recently before the National Retail 
Credit Association Convention in New 
Orleans, stated that lenders should not 
urge people to borrow but should 
stimulate the payment of debt. He 
also expressed his belief that credit 
should be extended even now, where 
merited. 

The loaning officer in war time must 
continuously adjust and readjust his 
sights to the rapid and constant 
change. 

In my opinion, the most important 
basis for consumer credit is found in 
the individual moral risk. That term 
would seem to include many attributes, 
but more especially honesty and 
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Assistant Vice-President H. H. CHRISTENSEN 


‘ 


attitude. While in peace time a “‘good 
moral risk” transcends all other condi- 
tions prerequisite to the granting of 
credit, during war it is most severely 
tried and must receive increased atten- 
tion. 

From the beginning of our consumer 
credit activities eleven years ago, the 
emphasis has been placed on the moral 
risk of the individual obligors, whether 
on direct obligations or on those pur- 
chased from dealers. As a result, the 
number of times that we have found 
it necessary to sue and attach, or to 
repossess underlying equipment or 
merchandise have been extremely few. 
We have been in court not more than 
thirty or forty times during that 
entire period, and our repossession 
ratio on automobiles has been about 
one-sixth of the over-all average pub- 
lished by the National Association of 
Sales Finance Companies. 


S an example of what we mean by 
++ moral risk we can cite the case of a 
man who recently came into our office 
and said that he wanted to pay off his 
loan. It took some time to locate his 
account because it had been charged 
off many months ago. He explained 
he had moved from California, had 
been out of work and had roamed the 
country seeking employment. Occa- 
sional letters sent to him had been 
returned, unclaimed. Finally, he had 
located in a war industry in the north- 
west. When he obtained a vacation 
he set out for California to square 
accounts with his creditors. At the 
close of our discussion he pulled out a 
wallet containing a substantial amount 


‘. . » banks will have demands for consumer credit throughout the war“ 


of travelers’ checks and paid up his 
loan, plus past due interest. 

Recently another case arose which 
illustrates the type of moral risk we 
like to have on our loans. A woman 
telephoned us to inquire about the 
account of her son. He is a prisoner 
of war who was permitted to send a 
radio message to the United States. 
His mother did not hear the message, 
but learned of it through more than 
a hundred letters written to her by 
interested listeners. In this broadcast 
her son expressed concern over his 
inability to make the stipulated pay- 
ments on his personal loan and asked 
his mother to arrange to liquidate it 
for him. She made the first payment 
on the account while this article was 
being prepared. 

These cases may seem extreme, but 
they demonstrate what a desirable 
moral risk is and differ from many 
others only in degree. 

These examples may cause one to 
ask ‘“‘Once a loaning officer has found 
the desired moral risk, what types of 
applicant should be considered eligible 
for loans under war conditions, and 
for what purposes should the loans be 
made?” 

There are, of course, all the usual 
peace time requirements to be com- 
plied with. We always want to know 
what kind of a job the applicant has 
and the extent of his income; the num- 
ber and kind of his dependents; the 
total amount of his financial obliga- 
tions; the nature of his property hold- 


‘ings, if any; and so on. 


With war workers it is necessary to 
check particularly on the applicant’s 


antecedent employment history; to 
compare his war earnings with his 
normal earnings; to consider if he is 
well established locally, or if he is 
more or less a transient. These and 
many other questions must be satis- 
factorily answered. 

Even with locally established people 
we have encountered some who were 
good pay when receiving more moder- 
ate wages but who suddenly became 
poor pay when the “fat” pay checks 
started coming in. 


"THE present maximum terms and 
credit requirements of Regulation W 
covering consumers’ durable goods and 
loans have proved to be a great help 
in controlling the situation, but the 
time may be near when even stricter 
terms will be necessary to keep war 
working debtors within the limits of 
their present good earning period. On 
personal loans to war workers, it 
would seem that co-makers, preferably 
those engaged in other lines of work. 
should be a standard requirement. 

Applicants and borrowers who are 
established in what are termed the 
non-essential industries will probably 
present new problems as the war 
effort increases. Retail stores of all 
kinds will probably find it necessary 
to contract severely or even to close 
as merchandise becomes scarce or 
unavailable. Many service establish- 
ments or manufacturing concerns, un- 
able to convert to war production, 
will find it virtually impossible to do 
business. Employees in these lines 
are likely to become less and _less 
desirable as credit risks. 

Applications from Army and Navy 
officers often become important prob- 
lems in war times in spite of high 
average moral risks and.stable incomes. 
There are frequent transfers which 
cause delay in the receipt of pay 
checks and transfers to foreign posts 
where communication is difficult. It 
would seem reasonable to require such 
borrowers to arrange allotments from 
their pay in some manner that will 
assure lenders of regular payments on 
their obligations. 

Civilians of military age present 
another set of difficult credit problems. 
Of these, the younger ones, not yet 
established economically, may be least 
likely to return to home localities. 
Those of average or upper military 
age are the ones most likely to return. 
Regardless of age, however, it would 
seem that all should be required to 
provide co-makers or other reasonable 
protection to lending institutions. 

Most important among the specific 
wartime conditions which affect vari- 
ous customers’ ability to repay and 
which therefore must have especial 
care and consideration are the following: 

High income taxes and the proba- 


See CONSUMER CREDIT—Page 34 
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ARCHIE D. SWIFT 


H. LANE YOUNG... Another prominent banker takes his place among the 
active officials of the United States Chamber of Commerce with the recent election 
of H. Lane Young as Director-at-Large. He is president of the Citizens and Southern 
National Bank, Atlanta, Georgia, and his wide knowledge of economic conditions 
in the south will assist in activities of the United States Chamber of Commerce. 


LAWRENCE C. BUCHER... Mr. Bucher is the new president of the Lincoln 
National Bank in Cincinnati, having been elected to succeed the late Louis J. Hauck, 
who had been president since 1922. Mr. Bucher has been executive vice-president 
and a director at Lincoln National Bank since January, 1939; previous to that 


time he was an assistant vice-president with the 
Central Trust Company in Cincinnati. 


CHARLES A. MULLENIX ... Mr. Mullenix, 
president of The Cuyahoga Estates Company, Cleve- 
land, has been officially nominated as the next president 
of the Mortgage Bankers Association of America, to 
succeed Frederick P. Champ of Logan, Utah. He will 
be elected to office at a business meeting and restricted 
Wartime Mortgage Conference in Chicago, September 
30 and October 1 and 2. 


ARCHIE D. SWIFT, WALTER G. NELSON, 
JOHN C. POWERS... Within recent weeks these 
three bank officers have all received hearty congratu- 
lations for their fiftieth anniversaries in banking. 

Mr. Swift, president of the Central-Penn National 
Bank of Philadelphia, completed his half-century in 
the banking business on May 11. He is president of the 
Pennsylvania Bankers Association. 

Fifty years ago on June 18, 1892, Walter G. Nelson 
started his banking career as an office boy to James T. 
Woodward, president of the Hanover National Bank 
in New York City. Mr. Nelson has been continuously 
with that bank and its successor, Central Hanover Bank 
and Trust Company. He is assistant vice-president. 

Mr. Powers, vice-president and chairman of the 
executive committee of Rochester Trust and Safe 
Deposit Company, Rochester, New York, completed 
fifty years of service in the banking field July 18. 


MARK WILCOX .. Mr. Wilcox has been elected 
president of Beneficial Savings Fund Society, Phila- 
delphia, succeeding Thomas H. Cullinan, recently 
retired. A member of the Society’s board of managers 
since 1922, Mr. Wilcox was elected executive vice- 
president in 1935. 


JOHN C. POWERS 


MARK WILCOX 
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_ ELL-L-L, is this a pallbearers’ 
convention or a directors’ 
meeting?” impatiently burst 

out Director Spearhawk who with the 

other members of the Ferndale Na- 
tional’s board had been waiting for 

President Perkins to pull his face out 

of a musty volume entitled, ““Minutes 

of the Directors, 1890.” 

Mr. Perkins looked up from the 
book and remarked, “Eh, Mr. Spear- 
hawk, this may turn into a pall- 
bearers’ meeting. I’ve been hunting 
to see if there is any possible recovery 
we’ve overlooked, or anything we can 
turn into money. We've got to pay 
that preferred dividend again come 
August Ist.” 

“What ... again!’ Director Mc- 
Tavish snatched off his eyeglasses and 
stared at Mr. Perkins. ‘“‘Seems as 
though we’d just scraped the till for 
the last one.” 

“That was in February, Mr. Mc- 
Tavish. August is now upon us, and 
you can still see the February claw 
marks on the bottom of the till. The 
only thing I have come across is a 
queer item in this old volume of 
Minutes. 


Did you know that back in 
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Mr. Clutchoills 


DIAMOND JUBILEE 


By 


FRED COPELAND 


Frantic search for some kind of a recovery to aid 


the bank in paying its preferred dividend extends 


clear back to 1890, and ends with great abruptness 


in a smashing climax that is completely unexpected 


i890 a shipment of diamonds ad- 
dressed to this bank was lost and the 
bank had to cough up a thousand 
dollars?” 

“I remember it,’”’ nodded Director 
Clutchbill, the oldest member of the 
board, placing a reminiscent hand on 
his goatee. “It was a strange case. 
Those diamonds went completely out 
of sight. There wasn’t the slightest 
clue to go on. Everyone who was 
known to have touched them was 
honest. The value was covered by 
express up to the point they left the 









































railroad. There was a_ stagecoach 
running into Ferndale Village then. 
Sol Wirtt was the driver. He got the 
package all right. It disappeared on 
the stage route. Sol claimed to the 
last someone stole it. And we had to 
stand the $1,000 loss to a Mrs. Effie 
Flutter who used to come summers to 
the Idlers’ Rest Hotel. She didn’t 
dare bring the sparklers herself, and 
had us attend to the shipment.” 

“Is that the same stagecoach we 
are going to use to advertise the bank 
in the Fourth of July parade?” queried 
Mr. Spearhawk. “If it is, it’s a bad 
omen.” 


“T's the one we’re going to have and 

I’m going to drive it, omen or no 
omen, and with four horses attached.” 
Mr. Clutchbill looked around the 
table with a bold eye. 

“What is the prize for the best 
float in the parade?” hesitated Mr. 
Spearhawk cautiously before further 
objection. 

“Twenty-five 
Clutchbill. 

“And our preferred dividend is?” 

“One thousand!’ nodded President 
Perkins. 

“A mere matter of $975 to go,” 
sniffed Mr. Spearhawk. 

*‘Any more offerings, contributions 
or old jewelry? Speak up, gentlemen, 
there are only twenty-seven days 
between the Fourth of July and August 


dollars,” said Mr. 


“Look out! Black cat!’’ Mr. Spearhawk 
yelled. “It’s an omen of disaster’ 
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first!’ President Perkins ran a hand 
over his perspiring bald head and 
glared at the old Minute book in front 
of him as though it held some baffling 
secret. 

“Look here!’ burst out Director 
Clutchbill suddenly moving his arms 
and legs under a new brain wave. 
“It’s going to give us a chance to go 
over that old stagecoach inch by inch. 
That diamond shipment might have 
fell into some hidden hole.” 

“Fiddlesticks!”’ snapped Mr. Spear- 
hawk. ‘That old coach has been 
made over two hundred times since 
those diamonds were lost.” 

“*Twas an awful little package,” 
retorted Mr. Clutchbill. 

“You may be right, Clutchbill.” 
Mr. McTavish rapidly polished his 
eyeglasses in anticipation. “I'll help 
you hunt. One thousand worth of 
diamonds isn’t to be sneezed at. 
Stranger things have happened.” 

“Not in this barren gully.” Mr. 
Spearhawk gave his head a sad shake. 

“Remember, Spearhawk,” warned 
Mr. Clutchbill, ‘“‘you are scheduled to 
tide beside me on the driver’s seat in 
the parade. Get a sombrero and a gun. 
Bluff goes well with a lot of folks in 
this village. Perkins and McTavish 
are going to dress up like professional 
gamblers... right up our alley. We’ve 
got {o pass the plate down every pew, 
Spearhawk. When the common divi- 
dend was stopped it nearly unhorsed 
us. If the preferred stops the direc- 
lors are completely ditched. Think 


of picking us, the most elite blossoms 





in the village, right out of the local 
lower bed!” 


Mr. Clutchbill sawed on the reins. 





The horses ran faster. 


“IT don’t like sham,” muttered Mr. 
Spearhawk. 

“Oh, make the last run with us, 
Spearhawk. You'll want to say after 
the funeral you kept up with the 
hearse. And believe me, I’m going 
to roll the old gal on two wheels if I 
get a chance. Nothing like whacking 
up the idea you are going strong.” 


"THE next day Director Clutchbill and 
Mr. McTavish proceeded to Sam 
Lowell’s garage which in a former era 
had been a livery stable. They in- 
formed Sam they wished to put the 
coach in order for the parade two days 
hence, but they secretly carried the 
bank’s nail-puller, claw hammer and 
pinch bar with which to do a little 
prospecting for the lost diamonds. 

“T’ve found some huh-huh-horses,”’ 
stuttered Sam. “Guess they never 
pu-pu-pulled a stagecoach. Better 
wa-wa-watch ’em. Coach p-probably, 
needs greasing . . . here’s a j-j-jack.” 

The two directors stepped briskly 
around to an ancient shed. 

“Garrh! Rather lousy old hack,” 
breathed Mr. McTavish staring at the 
enormous pumpkin-colored relic with 
faded coaching scenes painted on its 
plump, swelling door panels. ‘“‘Regu- 
lar old Western stagecoach.” 

But Mr. Clutchbill was dreaming 
of diamonds. ‘‘You know,” he mused 
in a guarded voice, “‘a lot of the 
details of those missing diamonds begin 
to come back to me. Sol Wirtt, the 
driver, was told what the shipment 
was, and he was scared to put the 
parcel on his person for fear he’d get 
robbed. So he hid the package under 








The runaway coach swayed like a yacht in a squall 


the leather cushion up on the driver’s 
seat. There were no passengers on 
the trip. But Sol got off once at 
Tinbridge Market with a mail pouch, 
and claims he looked then to see if the 
package was still under the leather 
seat cushion. He said it was. Some- 
how I’ve always had a feeling he 
changed it to some safer place before 
he got down, and didn’t move it back 
under the cushion; his mind was just a 
blank at times.” 

“Anyone like that is liable to select 
a hiding place so cunning it is acci- 
dental if found,” nodded Mr. Mc- 
Tavish mounting the coaeh steps and 
peering into the ancient interior smell- 
ing of molding leather. “It’s so dark 
in here we can’t do anything,” he 
complained. 

“They wouldn’t be in there. The 
upholstery was taken to pieces at the 
time to find them. I wish Sol Wirtt 
were alive and in sound mind. It 
might come back to him. He sort of 
went to pieces right after it happened.” 

“After the parade,” suggested Mr. 
McTavish, “‘we could drive to some 
quiet spot right in the sunlight and 
turn the whole board loose on the 
coach. Heh, here comes Spearhawk.” 

“Just in time, Spearhawk,”’ cackled 
Mr. Clutchbill, “‘we’re going to grease 
her.” 

Director Spearhawk’s steps suddenly 
slowed down. ‘“‘Aren’t you going to 
hunt for the diamonds?” 

“Sh-h! Don’t tell the world,” 
warned Mr. Clutchbill. 

Mr. McTavish began jacking up 
one of the ponderous yellow wheels. 

See DIAMOND JUBILEE—Page 36 
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CANADIAN BANKING 





By JAMES MONTAGNES 


New War Measures Add 
To Banking Problems 


Two recent wartime regulations will 
add to the administrative work of 
Canadian banks. The first is the ra- 
tioning of labor by which every bank 
will be required to obtain a permit for 
every employee hired, and notify the 
government of employees dismissed or 
who are leaving. The second deals 
with the new income tax regulations, 
which are collectible at the source 
after September 1, from every pay 
envelope. 

Control of Employment, as_ the 
Department of Labor refers to labor 
rationing, went into effect in June to 
obtain more workers for war industries 
and cut down employment in non- 
essential industries. No employer 
may hire any person without the ap- 
proval of a Selective Service officer in 
an employment office of the Unem- 
ployment Insurance Commission. 
Whenever a vacancy occurs, or addi- 
tional employees are required, or a 
lay-off of personnel is anticipated, the 
bank must notify the local employ- 
ment office of the Unemployment 
Insurance Commission, and may only 
engage persons referred to the bank 
by, or approved by, the employment 
office. The local Selective Service 
officer may revoke at any time, on not 
less than ten days notice, any approval 
granted by him. Appeal from the 
local officer’s decision may be made in 
writing within ten days to the divi- 
sional registrar of the National War 
Services Board, and his decision is 
final. 

Neither banks nor other financial 
institutions are among the categories 
exempted from employment control 
regulations. There are a few excep- 
tions to the requirement of permits 
for hiring help, however, which apply 
to banks. Thus bank employees ill 
for any length of time do not require a 
permit to resume work for the bank, 
nor do bank employees when they 
return to work after military service. 
It has not been necessary to obtain 
permits for those working at the time 
the regulation went into force. 

On September 1, income tax on the 
1942 income becomes collectible at 
the source. This means that banks 
have had to make provisions for 
collecting the tax from the semi- 
monthly pay checks. Banks have col- 


lected national defense tax from the 
source for the past two years, and 
already have most of the necessary 


information as to marital status and 
number of dependents for, each em- 
ployee. The new income tax scheme 
calls for a much steeper tax which 
includes a portion that is returnable 
after the war at interest of 2 per cent. 
This compulsory minimum savings is, 
however, subject to optional deduction 
up to a certain amount for savings in 
the form of life insurance, pension 
funds, annuities and principal pay- 
ments on home mortgages. Banks in 
making out the income tax deductions 
from each pay will have to know how 
each employee stands on such allow- 
ances on the compulsory minimum 
savings. Basic reason for the com- 
pulsory minimum savings was to cut 
spending by the large low-income wage 
earning groups now in war-stimulated 
industries. 

Under the new tax regulations bank 
excess profits taxes have jumped from 
79% per cent to 100 per cent on in- 
come above that of the years 1936- 
1939. But as with individual tax, a 
portion of this excess tax, 20 per cent, 
is returnable after the war. 


ao 7 * 


Low Cost Safe-keeping Service 
for War Bonds 


To assist working people who for 
the first time are buying bonds and war 
savings certificates, Canadian banks 
have offered a new safe-keeping service 
that is notably inexpensive. For a 








These bonds are as valuable as cash and should be 





For 10c per $100 per annum — minimum charge 25c a 
year — the Bank of Montreal will keep your bonds in 
its vaults, clipping the interest coupons as they become 
due and placing the amount.to the credit of a savings 
account in your name. From this account you ma 


Bring in your bonds and let us take care of them for you. 
pe ile ee Ske é 








Lobby poster announcing safe- 
keeping service for war bonds 






charge of 25 cents a year for war 
bonds up to $250, or at the rate of 
one-tenth of 1 per cent per year for 
bonds of greater value, working people 
can now store their war bonds and 
war saving certificates with a Canadian 
bank. The bank will also clip coupons 
on the bonds twice yearly on due 
dates, crediting the bondholders’ ac- 
counts. 

The service has been worked out 
with government officials to meet a 
need of people who do not maintain 
safe deposit boxes and who fear to 
have bonds lying about the house in 
case of fire, theft or other reasons which 
might mean the loss of the bonds. 
It is expected that with war bonds 
thus in bank safe-keeping departments 
there will be less tendency to sell the 
bonds prematurely. The service is 
also expected to lessen the demand for 
safe deposit boxes in the low rental 
class; boxes are extremely scarce now 
and cannot be increased in view of 
difficulties of obtaining locks as well 
as steel for the boxes and nests of 
boxes. 

While the banks will not make any 
money on this low service charge, 
which is half the usual service charge 
for safe-keeping of valuables in bank 
vaults other than safe deposit boxes, 
it is expected that an increase in bank 
savings accounts might develop from 
the service, especially with banks 
opening savings deposits in which to 
credit coupon payments. 

» « 8 


Mortgage Company Promotions 
Are Announced 


T. D’Arcy Leonard, K. C., has been 
appointed general manager and direc- 
tor of the Canada Permanent Trust 
Company, Toronto, and Charles S. 
Robertson, general manager of the 
Canada Permanent Mortgage Corpora- 
tion, has been appointed vice-president 
of both institutions. Mr. Robertson 
has been with the Canada Permanent 
Mortgage Corporation since 1900 when 
he was in charge of loans at the 
Toronto office. He was appointed 
manager of the Ontario branch in 1922, 
assistant general manager in 1933 and 
general manager two years later. Mr. 
Leonard has been solicitor for both 
companies for more than twenty years, 
and counsel for some years of the Trust 
Companies Association of Ontario and 
general counsel for the Dominion 


Mortgage and Investments Associ- 
ation. 
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Taking Note From Holder in 
Due Course 


It’s elementary, of course, that in 
order to be a holder in due course of a 
negotiable instrument, the holder must 
have taken the instrument before 
maturity amd without notice of any 
defect in the instrument or infirmity in 
the title of the person from whom he 
receives it. 

But, as a Pennsylvania court re- 
cently pointed out, there are circum- 
stances in which the taker of a negotia- 
ble instrument may enjoy the legal 
benefits and advantages of a holder in 
due course without being one. 

Let’s say that A as maker executes a 
negotiable note in favor of B as payee. 
B, in turn, negotiates the note to C 
under conditions whereby C takes the 
note as a holder in due course. 

After maturity, C negotiates the 
note to D, who has knowledge of a 
defense to the note which A has as 
against B. Obviously, D cannot be a 
holder in due course, but neverthe- 
less he has all the rights with respect 
to the note that C had; hence, legally, 
D is “as good as a holder in due 
course.” 

The Pennsylvania court, in discuss- 
ing the legal status of D in such a case, 
quoted from Section 58 of the Uniform 
a Instruments Law as fol- 
ows: 

‘A holder who derives his title 
through a holder in due course and 
who is not himself a party to any fraud 
or illegality affecting the instrument, 
has all the rights of such former holder 
in respect of all parties prior to the 





latter.” (Transbel Inv. Company vs. 
Scott, 26 Atlantic Reporter, Second 
Series, 205.) 
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By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


Bank’s Right of Set-off Lost 


> 


“Ordinarily,” said a Texas court in 
a recent case, “the relation between 
the bank and a depositor is that of 
debtor and creditor, and, as a conse- 
quence, the bank has the right to set 
off the amount of the deposit against 
an equal amount of indebtedness 
which the depositor owes the bank. 
This right is accorded by equity to the 
bank, and the same may be waived by 
the bank or be overborne by the 
superior equity of a third person.” 

In the Texas case the depositor, who 
carried a general checking account 
with the bank, arranged to buy cotton 
from farmers and deliver it to a cotton 
buyer. The cotton buyer was to 
deposit the funds in the depositor’s 
account and the depositor would then 
check out the money to the farmers for 
their cotton. This arrangement was 
discussed by the depositor and the 
cotton buyer with the officials of the 
bank, who agreed to the plan of oper- 
ation. Later, when the depositor was 
indebted to the bank, the bank set off 
the amount of the debt against the 
checking aceount, as a result of which 
the depositor’s checks drawn to a 
number of farmers were dishonored. 

In these circumstances, the Texas 
court refused to permit the bank to 
set off the depositor’s debt against the 
checking account. 


29 


RE SAYING 


A summary of current decisions that 
are of particular interest to banks 


“The agreement of the bank to the 
plan of paying for the cotton through 
the use of the depositor’s account by 
the real. buyer,” declared the court, 
“implies the exclusion of any right of 
the bank to divert the cotton funds 
to the payment of any indebtedness 
due the bank by the depositor. In 
good conscience, the cotton funds 
belonged to the farmers. Regardless 
of the fact that the funds constituted 
a part of the general checking account 
of a depositor indebted to the bank, 
the equitable claim of the farmers in 
respect to the funds, was superior to 
the bank’s right of set-off.’ (First 
National Bank vs. Winkler, 161 South- 
western Reporter, Second Series, 1053.) 


Sd ¢ ° 


Usury or Not? 


From Alabama comes an interesting 
decision on usury in the discounting or 
sale of notes. 

The payee of a negotiable note 
offered this note to a bank for a 10 per 
cent discount of its face value. The 
bank agreed to take the note upon the 
endorsement and guarantee of pay- 
ment thereof by the payee. The payee 
received. the proceeds less the 10 per 
cent discount agreed upon, and the 
bank took the note duly endorsed by 
him. The statutory rate of interest 
at the time of this transaction was 
8 per cent. When the note was 
ultimately sued on, the defense made 
was usury. 

*“A note which in the hands of the 
holder is a valid debt,” ruled the 
Alabama court, “may be bought or 
sold as any other chattel at its real or 

See COURT DECISIONS—Page 38 
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THE BOOKLET COUNTER 








Air Raid Protection for Valu- 
able Records... A 21-page booklet 
containing much information of par- 
ticular interest to banks and other 
financial institutions, in view of the 
large number of vital records they must 
maintain. The suggestions are authen- 
tic and up-to-date, being based on a 
recent report of the Committee on 
Protection of Records of The National 
Fire Protection Association. 











AND. 
- TRUST COMPANY 
OF NEW YORK 


Service — Maintaining an 
intimate, personalized corre- 
- spondent bank service. 


Experienee— Officials with 
years of service in this field, 
assuring a knowledge of re- 
quirements and valuable as- 
sistance. 


Poliey — To cooperate with 
out-of-town banks rather than 
compete for business which is 


| rightfully theirs. 





Resources over \ 


ESTABLISHED 1908 


4 


a 


MEMBER 
YORK CLEARING HOUSE ASSOCIATION 


Ne iaeatiu 8 ia - 
see ~ ae | 














The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to 


The Editor 
The Burroughs Clearing House 
Second and Burroughs Avenues 
Detroit, Michigan 





The booklet lists eight protective 
measures which can be taken against 
incendiary bomb attack. It also 


| presents a procedure for classifying 


records according to their importance, 
and outlines the recommended de- 
gree of protection for each class of 
record. 

Another section deals with various 
methods of obtaining duplicate rec- 
ords, in cases where more than ordinary 
protection is desired. 


Safe Deposit Folders... Samples 
of six new advertising folders, designed 
to stimulate the rental of safe deposit 
boxes. They have been prepared by a 
prominent safe deposit manufacturer, 
who states that the folders can be 
purchased in quantities at low cost by 
any bank desiring to make a distribu- 
tion to customers and prospects. 
Provision has been made on the folders 
for imprinting the bank’s name and 
other information. 


Review of the Municipal Bond 
Market... An analysis of the posi- 


tive and negative factors currently 
affecting investment opportunities in 
municipal bonds. 

Special factors affecting the quality 
of municipal bonds are cited, on the 
favorable side, as the rise in the na- 
tional income and the decline in both 
outstanding and new state and munici- 
pal indebtedness. 

Potentially unfavorable factors cited 
are: the static or declining incomes 
among the higher income group; po- 
tentially decreasing local tax revenues 
to be obtained from sales and gas 
taxes, because of rationing and priori- 
ties; and the high tax requirements of 
the Federal Government, which may 
render more difficult the collection of 
local taxes. 


Reference Table for Treasury 
Bills . . . A handy reference table 
which quickly shows the cost of, or 
proceeds from, United States Treasury 
Bills, at discount rates ranging from 
05 per cent to .50 per cent, with 
maturity dates from 1 to 93 days. 


Reference Table for U. S. 
Government Securities ... A fast 
reference source in the form of two 
sets of adjustable dials. Through one 
set of dials it is possible immediately 
to find the interest for one day on 
$100,000 at a given interest rate. The 
dials on the reverse side change frac- 
tions, in multiples of 1/32’s, into deci- 
mal equivalents; they also show the 
equivalent of 1/32 in price in terms of 
various rates of interest for a certain 
number of days. 


Designed fo stimulate the rental of safe deposit boxes 


Semmelling le 
Find Ate nid 


SEVEN HOMES 
PROWLERS —"Syae1ARIZED: 


Enter Lawyer's 8 Home’ iV ALUA ABLE. 100 : 
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Next to the Stars and Stripes .. . 


AS PROUD A FLAG AS INDUSTRY CAN FLY 


lL; doesn’t go into the smoke of battle, but 
wherever you see this flag you know that it spells 
Victory for our boys on the fighting fronts. To 
everyone, it means that the firm which flies it has 
attained 90 percent or more employee participa- 
tion in the Pay-Roll Savings Plan . . . that their 
employees are turning a part of their earnings 
into tanks and planes and guns regularly, every 
pay day, through the systematic purchase of 
U. S. War Bonds. 


You don’t need to be engaged in war production 
activity to fly this flag. Any patriotic firm can 
qualify and make a vital contribution to Victory 
by making the Pay-Roll Savings Plan available 
to its employees, and by securing 90 percent or 
more employee participation. Then notify your 
State Defense Savings Staff Administrator that 


Signifying 90 Percent or More Employee Participation in the Pay-Roll Savings Plan 


you have reached the goal. He will tell you 
how you may obtain your flag. 


If your firm has already installed the Pay-Roll 
Savings Plan, now is the time to increase your 
efforts: (1) To secure wider participation and 
reach the 90-percent goal; (2) to encourage 
employees to increase their allotments until 10 
percent or more of your gross pay roll is sub- 
scribed for Bonds. “Token” allotments will 
not win this war any more than “token” resist- 
ance will keep our enemies from our shores, 
our homes. If your firm has yet to install the 
Plan, remember, TIME IS SHORT. 


Write or wire for full facts and literature on instal- 
ling your Pay-Roll Savings Plan now. Address 
Treasury Department, Section D, 709 12th St., 
NW., Washington, D.C. 


Make Every Pay Day “Bond Day" 





In writing to advertisers please mention The Burroughs Clearing House 
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TIME TRIED & FIRE TESTED 








FIRE PREVENTION 
SPEEDS WAR EFFORT! 


Good housekeeping over here 
will help clean house over 
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Susurance Company, Hartford, Corn. 
1854 


Sire Insurancble Hartford tenn 


1850 


OUITABLE : 


Infurance @mpany 
PROVIDENCE, RI 
1859 
ATLANTIC FIRE INSURANCE CO. 
Raleigh, North Carolina 
THE CENTRAL STATES FIRE INS. CO. 
Wichita, Kansas 
GREAT EASTERN FIRE INSURANCE CO. 
White Plains, N. Y. 
MINNEAPOLIS F. & M. INSURANCE CO. 
Minneapolis, Minn. 


RELIANCE INS. CO. OF CANADA 
Montreal, Canada 


* 


HARTFORD 
30 Trinity Street 
CHICAGO 
2133 Insurance Exchange 
NEW YORK 
110 William Street 


SAN FRANCISCO 
220 Montgomery Street 
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MODERNIZATION 
W for TODAY as well Lv 
as TOMORROW! 


BANK BUILDING & EQUIPMENT CORP. 


AMERICA 
9th and Sidney, ST. LOUIS, MO 


Chicago « Cleveland 








LEBROWN 
Lupcer Paper 
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PUBLIC RELATIONS 


(CONTINUED FROM PAGE 15) 


These are the things our people want. 
That ought to be easy for us to under- 
stand; after all, they are the things we 
wanted, the things we still want. 
Pride in the job, a chance to get ahead, 
a pat on the back from the boss, a 
minimum of worry about tomorrow — 
these are the major wants of every 
man in relation to his work. 

This matter of providing proper 
leadership and inspiration is largely a 
painstaking, person-to-person effort on 
the part of management. This can be, 
and should be, supplemented effec- 
tively by group instruction and stimu- 
lation, through meetings, through the 
printed word, through motion pictures, 
even in a measure through social occa- 
sions and contacts. To some extent, 
it can be a mass undertaking, by all 
our banks acting in association. In 
larger part, it is a task for the indi- 
vidual management of the _indi- 


vidual bank to look after. 

Public relations is a broad term and 
a rather cloudy one. Like other in- 
tangibles, it is subject to individual 
definition. To many, in and out of 
the banking industry, a public rela- 
tions program seems to consist chiefly 
of tangible physical entities, such as 
advertisements and news releases and 
printed matter and displays. Perhaps 
the reader may be disappointed that I 
have not said more of such things, may 
feel that I have ignored their impor- 
tance. 

Believe me, I have not ignored 
them; I do not overlook their essential 
place in any well-rounded program. 
I have confined myself almost exclu- 
sively to one aspect of this situation 
because I believe it should be the 
undisputed occupant of first place in 
our thoughts as to what we can do to 
make our banks stronger and more 
serviceable. 


WAR FINANCE : 


(CONTINUED FROM PAGE 18) 


over which the government is in posi- 
tion to exercise absolute control. 
Control over long-term rates is by no 
means so direct and certain. Were 
banks in general not only to refuse to 
buy bonds having maturities beyond 
eight or ten years, but, in addition, to 
adopt a policy calling for the liquida- 
tion of present holdings of long-term 
issues, the consequent lifting tendency 
on long-term rates would be much more 
difficult to counteract. 

The real objection to the position 
cited above, however, arises out of the 
fact that no advance in short-term 
rates could be disastrous to the indi- 
vidual bank. On the other hand a 
major advance in long-term rates 
might jeopardize the soundness of a 
bank loaded up with such maturities. 

The conclusion that an extremely 
large volume of securities must be offset 
by correspondingly shorter maturities 
is based on the proposition that a 
bank cannot afford to ignore sizable 
adverse changes in market quotations. 
So far as governments and other 
highest quality money bonds are con- 
cerned there can be no doubt they will 
be paid off at maturity, and the 
banker may have bought them to hold 
to maturity. It may be that he will 
be permitted to borrow on govern- 
ments at par at the reserve banks 
without regard to market prices. 
Current rulings of the regulating au- 


thorities provide that variations in 
market quotations of all bonds eligible 
for new commitments need not be 
reflected on the books nor in published 
statements of condition. It may also 
be true, as is sometimes remarked, that 
no bank ever went broke because of 
excessive holdings of government bonds. 


IN spite of these arguments, how- 

ever, the fact remains that no bank 
could fail to be seriously embarrassed 
should the current value of its assets 
fall below the amount owing to deposi- 
tors. And this is exactly the situation 
which would eventuate for a bank 
loaded up with an excessive volume of 
long-term governments at a time when 
interest rates advanced materially. 
If within one year Treasury 2s of 
67-72 should sell on a 3% per cent 
basis the market price would be below 
84. A bank holding this issue to the 
extent of nine times its total capital 
would be actually insolvent because 
the value of its assets would be far less 
than its deposit liability. In that 
bank nobody would be justified in 
carrying a balance in excess of $5,000. 
Of course, no bank would hold these 
long-term bonds in such large volume. 
But an extreme example serves to 
point the moral that no banker can 
be unconcerned about heavy market 
depreciation of his government bonds 
even when the intention is to hold 
them to maturity. The wide differ 
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ential in yields between five-year and 
twenty-five-year governments supplies 
conclusive evidence that market quota- 
tions are not a matter for indifference. 
It also supplies proof that most bankers 
recognize the implications involved 
because otherwise such differentials 
would not exist. 


COMPARE the position of the above 

bank with one which invested exclu- 
sively in Treasury 2s of 1947, selling 
in July, 1942, on a 1.14 basis. If 
interest rates should advance within 
one year so that this issue were selling 
on a 3 per cent basis its market price 
would be 96%, or 31% points below 
par. Most well-managed banks have 
reserves sufficient to absorb depreci- 
ation no greater than this. Even in 
the absence of such reserves the sur- 
plus and undivided profits would pro- 
vide an ample cushion so that no 
question of the bank’s solvency could 
possibly arise. 

With this analysis of what seems to 
be sound investment policy it is 


interesting to make a comparison of 


what banks actually are doing. On 
March 31, 1942, of direct and guar- 
anteed Treasury bonds held by com- 
mercial banks over 22 per cent mature 
after ten years. Even under normal 
conditions it is open to question 
whether bonds maturing in the far 
distant future have any proper place 
in a commercial bank’s holdings. In 
the midst of a great national emergency 
when we are groping along in a virtual 
blackout it seems almost self-evident 
that such issues should be held by 
individuals and other investing insti- 
tutions whose liabilities are not de- 
mand liabilities, and whose importance 
to the national welfare in this respect is 
less than that of the commercial banks. 


HE Treasury can assist by shaping 

its program so that future issues in- 
tended for commercial banks are 
limited to ten-year maturities. After 
filling in and leveling off all maturities 
up to ten years, additional issues could 
be largely either five- or ten-year 
maturities, thus making it possible for 
each bank to maintain either a five- 
year or a ten-year revolving fund 
invested in government bonds. 

The continued soundness of com- 
mercial banks is so vital to the whole 
financing operation that any action 
the Treasury can take which would 
encourage conservative policies among 
all commercial banks would be well 
worth while. If, in the face of total 
security holdings which are unavoida- 
bly huge, the rank and file of commer- 
cial banks all over the country are 
successful in maintaining a high meas- 
ure of invulnerability to changing 
bond prices, the Treasury’s ability to 
handle its tremendous financing prob- 
lems will be assured. 
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THE POINT IS... 


your cuslomers know 


the Hammevmll name 
...and like +o see iF 
ontheir check 









SEE FOR YOURSELF the air of dignity Ham- 
mermill safety gives your checks. Test its 
writing and protective qualities. Note its 
distinctive colors, its sturdiness, Its ease of 
handling. Send for a Reference File of 
Checks in bank and commercial styles, and 
a generous size sample book of Hammermill 
Safety. Mail coupon or address a request 
on your bank letterhead. 


Hammermitt Parer Company, Ente, Pa. —_ 
Please send me sample book of Hammermill Safety and Reference 
File of Checks. 


a eee eee 


NOM -venneoevernnnn- seach to your bank letterhead) 








(CONTINUED FROM PAGE 24) 


bility of still higher taxes to come; the 
increasing probability of compulsory 
war bond purchases; the cumulative 
effects of Regulation W, with the 
increasing inability of borrowers to 
refinance their affairs from time to 
time when adverse conditions arise; 
the increasing effects of conscription 
for military service; the possibility of 
conscription for war production pur- 
poses; the emotional strains and pos- 
sible feeling of futility as the war 
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CONSUMER CREDIT 


effort increases; the strain on marginal 
moral risks as the war economy re- 
quires more and more civilian sacrifices. 

To meet all these conditions loaning 
officers must be on their toes regard- 
less of the individual or kind of job 
he may have at the time of applying 
for credit. 

Now as to the purposes of consumer 
loans in war times, it looks like retail 
contract financing is headed for a 
period of near extinction. Automobiles 
and other consumers durable goods 






































Guaranty Trust Company of New York 
Fifth Ave. at 44th St. 140 Broadway Madison Ave. at 60th St. 
London: 11 Birchin Lane, E. C. 3; Bush House, W. C. 2 
Condensed Statement of Condition, June 30, 1942 
RESOURCES 

Cash on Hand, in Federal Reserve Bank, and 
Due from Banksand Bankers . . . . . « « «$ 670,721,571.76 
U. S. Government Obligations . © « © « © e 1,306,319,482.86 
Public Securities . ae ae ee oe 44,874,308.19 
Stock of the Federal Reserve Bank . oe. eo 7,800,000.00 
Other Securities and Obligations th. 22,793,959.54 
Loans and Bills Purchased . . < -e e e @ 511,072,404.96 
Credits Granted on Acceptances. ee. eee 4,222,417.87 
Accrued Interest and Accounts Receivable . . . . 6,210,909.68 
Real Estate Bonds and Mortgages . . . « + « « 1,790,729.94. 
2,575,805, 784.80 
Bank Buildings . . + + 2 - e . . . . 7 10,767,212.19 
Other Real Estate .. ... je 1,139,321.92 
Total Resources. . . . + + - +$2,587,712,318.91 
LIABILITIES 
Deposits .. - « $2,269,969,921.12 
Treasurer’s Checks Outstanding 19,254,841.76 
$2,289,224, 762.88 
Acceptances. . . . « «© «© « + $7,784,749.62 
Less: Own Acceptances 
Held for Investment. . .. « 3,562,331.75 
4,222,417.87 
Liability as Endorser on ee and 
Foreign Bills ... . ee a a 92,957.00 
Foreign Funds Borrowed . . i at Reece 152,550.00 
Dividend Payable July I, 1942. * « . ~ . * 2,700,000.00 
Items in Transit with Foreign Branches and Net 
Difference in Balances Between Various Offices 
Due to Different Statement Dates of Some 
Foreign Branches . 7 766,580.23 
Miscellaneous Accounts Payable, Accrued Taxes, ete. 11,082,194.41 
2,308,241,462.39 
Capital — 7 . 7 7 . o » . 7 $ 90,000,000.00 
Surplus Fund. . ... . . + 170,000,000.00 
Undivided Profits .... . . 19,470,856.52 
Total Capital Funds . . . . . 279,470,856.52 
Total Liabilities . . . . . . . . -$2,587,712,318.91 
Securities carried at $145,798,253.56 in the above Statement are Dg ae to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes, 
ThisS t includes the resources and liabilities of the English and French Branches 
as of June 26, 1942, and Belgian Branch as of October 31, 1941. 
Member Federal Deposit Insurance Corporation 
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are no longer being made; soon there 
will be no more of many products to 
sell. Although furniture is still being 
sold, there is evidence of increasing 
restriction in its manufacture. 

As long as there is a civilian econ- 
omy there will be a demand for per- 
sonal loans, though the purposes for 
which these loans may be made are 
becoming more limited. Regardless 
of restrictions, babies and their ac- 
companying expenses will continue to 
arrive; the mortality rate will be 
maintained with the resulting funeral 
expenses; accidents and sickness will 
create medical and _ hospital bills; 
teeth will require attention; properties 
will continue to deteriorate, to require 
maintenance and repairs; unforeseen 
and adverse contingencies will arise 
to plague people; all these and other 
unexpected conditions will require 
adjustments in the financial affairs of 
people. 


[¢ seems reasonable to believe that 

as the war period moves along, more 
and more co-maker loans will be made 
in proportion to no-co-maker loans; 
that gradually loans without co-makers 
will become a rarity for the duration. 
Generally, loaning officers should take 
more and more steps to guard against 
adverse possibilities. 

There will be some demand for loans 
supported, not secured, by liens on 
automobiles. On these, the loaning 
officers should satisfy themselves that 
loans are made to those who will 
recognize their obligations to repay 
in accordance with terms, and not to 
those who may consider that the sur- 
render or repossession of the auto- 
mobile will suffice if gasoline and 
tires are no longer available or obtain- 
able. 

It is in the crucible of collections 
that the moral risks on consumer credit 
obligations are finally crystallized. 
Here the marginal risks receive their 
greatest tests and the judgment of the 
loaning officers is verified. In under- 
taking war time collections we find 
the greatest need for resourcefulness, 
initiative and inquisitiveness; patience 
and a thorough knowledge of human 
nature. Each debtor must be given 
consideration as an individual and 
must not be treated as fitting some 
pattern or mold. There never have 
been, probably never will be, any two 
persons who react alike to a given set 
of circumstances or conditions. Regi- 
mentation may be working temporarily 
in Germany but it can never function 
in the United States except as 4 
momentary expedient for winning the 
war. 

Collections might easily be made 
the subject of a number of articles. 
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For the purposes of this article, we 
shall limit it to a few of the more 
important problems of the war period. 

The constant shifting of great num- 
bers of people is probably the greatest 
single cause of collection problems at 
this time. Some workers are moving 
to get into war production as a means 
of earning more money. Individuals, 
whose incomes are not keeping up 
with the cost of living, are moving to 
get away from high rentals. And 
others just move. 

Among them are all sorts of moral 
risks. The poor risks purposely fail to 
leave forwarding addresses or notify 
their creditors of their new locations. 
Others are simply forgetful or neglect- 
ful. Nevertheless, all are automati- 
cally classed as “‘skips’” and become 
the subjects of much searching and 
tracing. There are many things to be 
learned about this phase of collection 
activities that will have to be deter- 
mined by the trial and error method. 

Inductees and other members of the 
armed forces are now becoming some- 
what of a problem. Some of them 
have been misinformed regarding the 
effects of the Soldiers’ and Sailors’ 
Civil Relief Act of 1940. Some com- 
missioned and enlisted men, who were 
in the service when they contracted 
their obligations and whose ability to 
repay has not been adversely affected 
by reason of their military service, 
have considered themselves privileged 
to withhold payments. On the other 
hand, some “‘buck privates” have done 
surprising things on their $21 per 
month. A moderate number of men 
are making token, or even substantial, 
payments. It is likely that when the 
benefits of the recently enacted service 
pay increase bill reach the men, we 
shall have a substantial increase in 
payments of all kinds. 

Another bright spot in the war 
picture is found in the fact that our 
recoveries, in the first five months of 
1942, have been three times what they 
were in the same period of 1941. This 
seems to give further proof that the 
good risk, who may have encountered 
financial difficulties, will pay if given 
the right kind of a prod and reasonably 
considerate treatment. 


N conclusion, the bankers should re- 
member that they dignified the con- 
Sumer credit business when they 
entered it on a broad scale. They 
should, therefore, not indulge now in 
questionable practices nor resort to 
unsound promotional schemes because 
they find their outstandings dropping 
Severely. They should continue to 
provide necessary credit to the general 
public on a sound basis. But they 
should not enter upon any expansive 
or high pressure advertising programs 
that tend to counteract the expressed 
desires of the national administration. 
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Bank of America 


NATIONAL TRYSV32 ASSOCIATION 


CALIFORNIA’S ONLY STATEWIDE BANK 


Condensed Statement of Condition June 30, 1942 


RESOURCES 


Cash in Vault and in 


Federal Reserve Bank. . . - «© «© «© «© « « 


$ 281,630,555.61 





Duefrom@Banke . . «- © ec ececeesv eee 137,610,624.83 
TOTAL CASH ... .- « $ 419,241,180.44 
Securities of the United States Government and 
Federal Agencies .. s+ & «© & 577.768,948.24 
State, County and Municipal Bonds. 152,331,236.93 
Other Bonds and Securities. . . «6 * & 40,730,129.54 
Stock in Federal Reserve Bank . .... . 3.720,000.00 
Loans and Discounts . atie le 889,353,623.96 
Accrued Interest and iccounts Receivable re ig 6,743,874.65 
Bank Premises, Furniture, Fixtures and Safe 
Deposit Vaults . . ‘ 2% 31,583,980.49 
Other Real Estate Owned ee ie . 4,885,096.27 
Customers’ Liability on Account of Letters of Credit 
Acceptances and Endorsed Bills . 15,775.711.08 
Other Resources . a ee 1,068,838.83 
TOTAL RESOURCES ..... - $2,143,202,620.43 
LIABILITIES 
DEPOSITS: 
Demand . see « « MSMAGRIO 


Savings and Time ee &- % 


941,291.316.31 } $1,958,430,526.32 


Liability for Letters of Credit and as Acceptor, 
Endorser or Maker on Acceptances and 





Foreign Bills . . . a 16,253,811.89 
Reserve for Interest Received in ‘Advance “ 6,485,162.92 
Reserve for Interest, Taxes, Etc. . 3.265,447.69 
Capital: 

Common (4,000,000 Shares) . $ 50,000,000.00 

Preferred( 462,351 — * 9,247,020.00 
Surplus . . ' ‘i 62,000,000.00 
Undivided Profits ‘ 19,389,879.12 
Reserve for War Contingencies, ote. 11,942,203.92 
Other Reserves . ‘ 3,016,034.92 
Reserve for Increase of Commen 

Capital ... 2.752,980.00 
Preferred Stock Retirement Fund 419,553.65 

TOTAL CAPITAL FUNDS 158,767,671.61 


TOTAL LIABILITIES 





- $2,143,202,620.43 


*Issued at $50 ($20 Capital—$30 Surplus), Annual Dividend $2. Preferred 
to extent of and retirable at issue price and accrued dividends. 


This statement includes the figures of the London, England, banking office. 
MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 





SAN FRANCISCO 


< 495 branches united for strength and service 


LOS ANGELES 
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| FEDERAL DEPOSIT 
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You will not be without a file if you order either of the above now, while you can. 


STRAYER COIN BAG CO. NEW BRIGHTON, PA. 
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Sliding 
Drawer File 
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In time of war bankers must prepare 
for peace. The current drop in con- 
sumer credit demand and the lessened 
supply of consumers durable goods are 
natural sequences of the war effort. 
In this period of relative inactivity 
banks may well analyze and refine 
their credit policies and improve their 
methods and operating practices. 

Restrictions provided in Regulation 
W are for the ultimate benefit of all, 
creditor and debtor, alike. The people 
as a whole should be setting aside cash 
reserves in government bonds and 
savings accounts, so that when the 
war ends the accumulated backlog of 
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demand for consumers’ goods will 
provide the main motivating force in 
the reconstruction and reconversion 
to peace time activities. 

The future of banking, as well as of 
all other business effort, is dependent 
upon the attitude of the people as a 
whole; the war workers are a new group 
in need of banking connections; and 
the banks must continue their efforts 
to get closer to the average individual. 

Let bankers be sure that their 
efforts are now concentrated on win- 
ning the war. 

And finally, let them answer any 
questions of discontinuing their con- 











CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 





Statement of Condition, June 30, 1942 





RESOURCES 


Loans and Discounts... . 


Banking House........ 


LIABILITIES 


CE Tr 


Common Stock........ 
NN sisal gra are gee 
Undivided Profits...... 











Cash and Due from Banks................. $ 577,203,002.54 
United States Government Obligations, 

Direct and Fully Guaranteed 
Other Bonds and Securities 


Stock in Federal Reserve Bank............ 
Customers’ Liability on Acceptances....... 
Income Accrued but Not Collected......... 


Real Estate Owned other than Banking House 


nbhiicamaaweaamaea $1,724,560,308.81 
Acceptances ........... 


Reserve for Taxes, Interest and Expenses ... 
Reserve for Contingencies ................. 
Income Collected but Not Earned.......... 


Ce ee 


United States Government obligations and other securities carried 
at $209,276,878.45 are pledged to secure public and trust deposits 
and for other purposes as required or permitted by law 


Member Federal Deposit Insurance Cortoration 


943,918 547.00 
59,499,850.16 
263,515 ,028.22 
3,000,000.00 
609,497.01 
3,251, 165.30 
11,850,000.00 
1,717,220.93 


$1,864 564,311.16 
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609,497.01 
5,524,883.01 
17 270,133.83 
541,861.08 
50,000,000.00 
50,000,000.00 
16,057 ,627.42 


$1,864 564,311.16 
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sumer credit activities with an em- 
phatic “NO.” There must be no 
blackout of bank credit for the 
deserving individual. 


° Sd ° 


DIAMOND 
JUBILEE 


(CONTINUED FROM PAGE 27) 


“Find some grease, Spearhawk,” he 
grunted. 

Mr. Spearhawk began a stealthy 
prowl, looking into dark corners of 
the old shed. He tried different cans 
and finally discovered one with some- 
thing in it. Holding it to the light he 
read the smeared label, ‘“‘High Pressure 
Windmill Packing.” 

“Just what we want,” gloated Mr. 
Clutchbill picking up a split shingle 
for a grease paddle. “Look here, 
Spearhawk, you’re smaller than I am. 
Crawl under and paddle some of this 
‘High Pressure’ on those big thorough- 
brace straps she swings on. We’ve 
got to do what we can to keep her 
from busting.” 

“Busting? Where have I heard 
that word before?” squalled Mr. Spear- 
hawk examining the great leather 
braces. “‘And what an advertisement! 
You know, this rickety old hack puts 
me in mind of the bank somehow, and 
you’re going to drag it right in front 
of the crowd with the bank’s name on 
it.. You might as well paint, ‘Last 
Preferred Dividend’ on it. And dia- 
monds... bah!’ 


AN avalanche of dust dropped on Mr. 
Spearhawk’s neck. A “‘splishoo!” 
exploded from his windpipe. He 
backed around blindly, tripped and 
sat down in the “‘High Pressure”’ pot. 
“T can’t take it,” he said weakly, 
climbing the coach steps. 

While hanging there he leaned curi- 
ously through one of the coach windows 
and felt down on the shadowy up- 
holstery. A furrow of black fur came 
to life. The hitherto nesting tomcat 
let out a hiss and climbed over Mr. 
Spearhawk’s neck with red hot claws. 

“Look out! Black cat!’’ he yelled, 
leaping off the coach. “That settles 
it,” he howled, feeling tenderly of his 
neck. “A black cat... it’s an omen 
of disaster. And that makes two 
omens... two omens, by gosh!” 

“No it doesn’t either,” snorted Mr. 
Clutchbill. “It’s good luck to have 
a black.cat come to you.” 

“Is it! Look at my neck! It’s 
bad luck, I iell you, to have one cross 
your path. We’re not going to get 
away with it this time. You see what 
I tell you.” 
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But regardless of his dire predic- 
tions, Mr. Spearhawk could not resist 
joining the expedition on the Fourth. 
Just before 10 o’clock that morning 
the parade had formed in front of 
Grange Hall for the take-off down 
Main Street hill. The Locust Valley 
Kilties with six bagpipes, four snare 
drums and two bass drums stood at 
the head. Directly behind them came 
the great spectacle of the parade. 
With red, white and blue cockades 
stuck in each bridle-top, four horses 
stood ready to pull the Ferndale 
National’s exhibit, the old yellow stage- 
coach, known in a former age as ““The 
Old Hornet.” Up aloft handling the 
reins was Director Clutchbill in a black 
stetson and red bandanna. Beside 
him in a low-crowned, broad gray 
plainsman’s hat and cavalry boots sat 
Mr. Spearhawk with an old firearm 
across his knees. He was made up as 
a Wells Fargo shotgun guard, and 
glared through slit-eyes at the curb- 
side crowd. On the door panels of the 
coach were the words, “‘Ferndale Na- 
tional Bank—Security.” The cloth 
sign was pinned to the panel by four 
genuine feathered arrow shafts which 
an old resident had pulled from an 
Indian-chased stage when it rolled 
into Denver in *69. Some wag had 
blue chalked a large question mark 
after the word “Security,” but it was 
unknown to the inmates, the Messrs. 
Perkins, McTavish and Dinghy who 
were made up as professional gamblers 
with black string ties and .45 Colt’s 
stuck in their bosoms. There then 
strung out along the line of march a 
series of floats, a solid phalanx of 
Rotarians with sunflower-sized badges, 
a troop of Boy Scouts, the Panther Hill 
Camp Girls, eight Spanish War Veter- 
ans in an old picnic barge, and the rear 
of the parade was held down by Fire 
Engine No. 1 with swinging leather 
buckets, and pulled by twelve firemen 
in black helmets and red-headed fire 
axes. 


N the tick of 10, a Civil War can- 

non went off with a window-jarring 
thud up in Moss Glen Park. It was a 
signal. The snare drums of the Kilties 
rolled suddenly and briefly. The 
bass drums said, “Bomb! Bomb!” 
The white spats of the Kilties went 
left and right. Director Clutchbill 
snatched a long-lashed whip from the 
ponderous leather whip socket on the 
side of the high seat. He gave the 
whip a snap and the old yellow coach 
lunged forward, the horses spraddling 
out and snorting in the sudden excite- 
ment. 

Just as the parade was passing the 
Village movie theater, The Temple of 
Mirth, a loud-speaker began blaring, 

“Follow pee-rade to ball park and see 
free entertainment all morn-nen.” Mr. 
Clutchbill’s four horses didn’t like it. 


He was just getting them tamed when 
the snare drums of the Kilties let out 
a rat-a-tat, rat-a-tat-tat. The bass 
drummers flung into the air their 
drumsticks, caught them on the fall 
and whanged out a quick double 
“Boom ... Boom!” Instantly the bag- 
pipes screeched up with a weird, wild 
wail. The two leading horses of Mr. 
Clutchbill’s team stood up straight 
and shook their bits. They came back 
to earth with a lunge that snapped 
the wheel horses into a run. A warn- 
ing yell rose from the crowd. The 
Kilties broke for the curb. 

Mr. Clutchbill sawed on the reins. 


frantically. 
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The horses ran faster. The runaway 
coach pitched like a yacht in a squall 
when it cleared the railway tracks. 
Mr. Spearhawk had now grabbed and 
was surging back on the nearest reins. 

“Let go!’ screeched Mr. Clutchbill 
*“You’ll dump us!’ 

The whole shebang, bucking and 
jumping, hammered to the left across 
the village square. Villagers leaped 
out of its path like grasshoppers. The 
rumbling coach, under awful momen- 
tum, careened up to a hydrant. A 
great yellow wheel hub caught hold 
with a grinding smash. The horses 
and coach tongue left the front axle. 
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ASSETS 


United States Government Obiteations aes 


Customers’ Liability on Acceptances pay 


Customers’ Liability on Loan Commitee 


LIABILITIES 


Acceptances and ‘Letters of Credit 
Loan Commitments Outstanding 
Accrued Interest and Expenses ‘ 
Deferred Credits and Other Liabilities 


NOTE: United States Government obligations carried at $17,- 
590,903.62 are pledged to secure trust and public deposits and 
for other purposes as required or permitted by law. 


DEPOSIT INSURANCE CORPORATION 





$ 91,420,714.43 
106,003,734.98 
14,835,009.37 
68,912,213.31 
1,450,000.00 
20,441.45 


1,948 ,503.86 
2,107,141.08 
507,985.30 
166,800.03 

$287 372,543.81 





$ 9,000,000.00 
5,060,000.00 ; 
971,728.38 $ 15,031,728.38 
2,259,771.66 
1,948,503.86 
2,107,141.08 
355,195.10 
699,359.58 





$219,328,544.55 
30,652,691.81 
14,989,607.79 264,970,844.15 


$287 372,543.81 
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The old coach, itself, stopped like a 
bomb in an explosion of ancient dust. 
But not Mr. Spearhawk. He sailed 
straight on and lit on an awning over 
Lettie Pacer’s Bonnet Shoppe. Mr. 
Clutchbill made a flying grab. Both 
his hands wrapped around the long 
leather whip socket beside the seat. 
It tore loose, but it broke his fall. 
And he now sat beside the hydrant 
shaking his goatee and trying to clear 
his vision. 

When his eyes cleared, Mr. Clutch- 
bill looked down in wonder at the 
broken and gaping old leather whip 
socket still in his hands. A rent ran 
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the whole length of it exposing a tiny, 
crushed package jammed at the bot- 
tom end and blackened by many a 
thrust of a whip handle’s butt. The 
little mildewed package, itself, was 
slit open. A glint of gold shown 
through a slit. Mr. Clutchbill’s mouth 
opened with a sort of shocked wonder. 
He widened the hole in the yellowed 
pasteboard of a tiny shipping box. 
A blue-white spark shot a ray to his 
eye. The old director looked curiously 
around, then slid the ancient package 
in a side pocket. 

““Where’s Spearhawk,” he 


began 
yelping in a jubilant voice, 


‘and 
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A wholesome spirit of cooperation must be maintained among all our citizens. 
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McTavish. Where’s he, and Perkins?” 
Mr. Clutchbill crawled over to a 
coach window. President Perkins’ 
body was jammed in a corner. He 
seemed listening with pricked ears as 
if expecting to drop astraddle of a 
lofty cloud. With wrinkled noses and 
catlike kicks, the Messrs. McTavish 
and Dinghy were rapidly disentangling 
themselves from each other. 

“Garrh!” exploded Mr. McTavish, 
“if it hadn’t been for that old horse- 
hair upholstery we’d have been mur- 
dered.” 

“How many dead? Where’s the 
horses gone?”’ came Mr. Spearhawk’s 
voice. 

“Boys ... boys! Come down to the 
bank,” hissed Mr. Clutchbill. 


WENTY minutes later there lay on 

the great oak table of the directors’ 
room the contents of the ancient 
packet Mr. Clutchbill had found in 
the broken whip socket. 

“Either,” explained the old director, 
“it fell out from under the edge of the 
driver’s seat cushion fifty years ago 
and dropped into the whip socket, or 
else Sol Wirtt tucked it in there and 
couldn’t remember what he did with 
Ay 

Mr. Spearhawk stopped eyeing the 
exhibit long enough to draw his hand 
over his forehead. The Messrs. Perkins 
and McTavish never moved a muscle 
of their fascinated faces. 

“What are they worth?” Mr. Spear- 
hawk finally twitched out from be- 
tween his pinched cheeks. 

Mr. McTavish who had traveled 
much when a youth broke the silence. 

“Those earrings are blue-white dia- 
monds, probably a carat each. May be 
worth a thousand at forced sale. The 
ring is nearly a two carat stone. We 
ought to get another thousand for it, 
although they’d cost you two thou- 
sand at retail.” 

“Good gracious! Two thousand! 
Why we’ve got the preferred dividend 
not only for this August but also for 
next February,”’ gulped President Per- 
kins. 

2 S S 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 29) 


supposed value, and the transfer of 
such a note at a discount beyond the 
legal rate of interest is not usurious, 
although the holder may endorse it, 
unless the transaction was a mere 
device to evade the statute against 
usury. 
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“There is a divergence of opinion 
elsewhere, but Alabama courts have 
consistently ruled that such a trans- 
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action is a valid sale of a chattel, with 
warranty of its soundness, and the 
purchaser may enforce the obligation 
to its full extent against his endorser. 

“The mere fact that the purchaser 
bought the note at a discount beyond 
the legal rate of interest does not 
constitute the transaction an usurious 
one. 

This Alabama decision is based on 
the distinction between a loan on a 
note and a purchase of a note. If the 
transaction is a loan or advance on the 
security of the note, then the lender 
cannot charge more than the legal rate 
of interest on the amount loaned; but 
if the note is bought, then the bank 
may buy it for whatever amount is 
agreed upon with the seller, and the 
fact that the difference between the 
amount paid for the note and the face 
amount exceeds the legal interest rate 
isimmaterial. (Valley Mortgage Com- 
pany vs. Patterson, 8 Southern Re- 
porter, Second Series, 213.) 


° 7 


Can’t Stop Payment on Check 


In a recent Louisiana case a witness 
was asked whether a check which 
figured in the litigation was subject to 
payment being stopped. 

“That is true of any check,” was his 
answer. 

“That is nof true of any check in the 
hands of a holder in due course,” 
declared the Louisiana court. 

Presumably the court had in mind 
that while the bank might refuse pay- 
ment of a check against which the 
issuing depositor had filed a stop pay- 
ment order, the check could neverthe- 
less be enforced at law by a holder in 
due course. The depositor might have 
good reason to stop payment on the 
check in the hands of the payee, but 
that would not affect a bona fide holder 
in due course of the check. (Gulf vs. 
Bagby, 7 Southern Reporter, Second 
Series, 903.) 


¢ ° 7 


Bank’s Knowledge of Defect 


A recent Mississippi case emphasizes 
the fact that a bank’s legal position as 
a holder in due course of a negotiable 
note may be jeopardized or destroyed 
by the bank’s “knowing too much” 
about the transaction in which the note 
Was given. 

A Mississippi bank received from a 
vendor of air conditioning units a 
negotiable note given the vendor by 
one of its customers in connection with 
the purchase of certain air conditioning 
equipment. Before discounting the 
note one of the bank’s officers tele- 
Phoned the maker to ascertain the 
serial numbers of the units purchased 
by the maker of the note. In that 
conversation the maker told the bank’s 
officer that he had not yet received the 


air conditioning units for which he 
had given the note. 

Was this notice of non-delivery of 
the units sufficient “knowledge” on 
the part of the bank to constitute 
knowledge of a defect in the note or 
infirmity in the title of the holder and 
thus deprive the bank of the legal 
status of a holder in due course? 

That, said the Mississippi court, is 
a question of fact which should be 
decided by a jury. 
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“We are of the opinion,” declared 
the court, “‘that there is sufficient from 
which a jury could reasonably infer 
that the bank was in possession of such 
knowledge at the time of its alleged 
purchase of the note as to arouse 
suspicion or apprehension in the mind 
of a reasonably prudent business 
executive that there was a likelihood 
that the air conditioning units would 
not be delivered; and that the case 
should be submitted to a jury under 
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proper instructions upon this issue. 
Any evidence of a substantial nature 
which would tend to prove or disprove 
the bank’s knowledge or notice should 
be admitted.” (Stout vs. American 
National Bank and Trust Company, 
7 Southern Reporter, Second Series, 
824.) 


° ° e 


Forged Bonds 


A municipality was refunding its 
bonds by recalling an old issue and 
replacing them with a new issue. A 
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holder of $11,000 of the old bonds 
turned them over to a bank in Missis- 
sippi with instructions to make the 
exchange for him. This the bank did, 
but it developed that $6,000 of the 
new bonds turned over by the bank to 
the holder were forgeries. 

The holder sued the bank for his 
$6,000 loss on the ground that the 
bank had been negligent in accepting 
the forged bonds and by reasonable 
diligence could have detected the 
forgery. 

Ruling in favor of the bank, the 
Mississippi court said: 
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ditions in your bank—quieting the clat- 
ter of office machines, voices, closing 
doors and hurrying footsteps. Celotex 
Acoustical Products are not on the 
“critical” list. They are available now. 


When you use this service, you are 
sure of (1) Proved engineering practice, 
(2) Uniformly dependable acoustical 
products, and (3) Guaranteed results! 
Write for details! Your inquiry will 
not obligate you in any way. 
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In Canada: Dominion Sound Equipments, Ltd. 
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““‘We have here bailment for hire. 
The authorities are practically unani- 
mous that, unless made so _ by 
statute or express contract, such a 
bailee is only required to use reason- 
able care and diligence in carrying out 
the contract of bailment. The bailee 
of personal property is not an insurer 
nor liable for the value thereof when 
destroyed without his negligence; and 
that the contract of bailment, to 
change the obligation of bailee to that 
of insurer, must so provide. The 
bank’s duty was ordinary care and 
diligence in handling the bonds. There 
was no evidence of real substance 
tending to show that the bank failed 
to exercise reasonable care in handling 


| the bonds.”’ 


But two of the justices dissented 
from that decision! (Seward vs. First 
National Bank, 8 Southern Reporter, 
Second Series, 236.) 


¢ ? ° 


‘*Premature’’ Suit on Note 








That banks discounting notes for 
the payees thereof will do well to 
inquire about any “deals”? concerning 
the notes between the prior parties, is 
suggested by a Louisiana decision. 

There the payee of a note, while 
still holding it, entered into a written 
agreement with the makers extending 
for five years the time for the payment 
of the obligation. Later, after the 
original maturity date had passed, the 
note was acquired from the payee by 


| a third party. Thereafter, before the 


expiration of the five years extension, 
the new owner sued the makers. 

Confronted with the five years 
extension agreement, the Louisiana 
court said: 

“Controlling of this case is the rule 
that a transferee of a negotiable instru- 
ment who obtains it after maturity 
from one who is not an innocent 
holder, has no better title than his 
transferor and holds it subject to all 
equities and defenses available against 
the latter. The extension agreement. 
therefore, is properly urged against the 
present holder of the note in suit.” 

Accordingly, the suit was dismissed 
as “premature.” The original payee 
was not an “innocent” holder because 
he had entered into the extension 
agreement and hence knew that the 
note would not mature according to 
its tenor. As the note was transferred 
to its new owner after the original 
maturity date, the new owner was not 
a holder in due course and was sub- 
ject to the extension agreement. 

Perhaps the moral for banks is never 
to take a note after its maturity date 


| or under any other conditions that 


might deprive the bank of its status as 

a holder in due course. (Wade vs. 
| Welch, 8 Southern Reporter, Second 
Series, 128.) 
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National Bank Crime 


One unlawful act committed in 
connection with the operation of a 
national bank, may constitute two 
crimes, one under Federal law and 
another under State law, as a recent 
Federal court decision explains. The 
theory is that the unlawful act may be 
an offense against the United States 
and at the same time an offense against 
the State. 

“Article One of the Constitution of 
the United States,’’ said the court, 
“authorizes Congress, inter alia, to 
borrow money on the credit of the 
United States, to coin money, and to 
enact all laws which shall be necessary 
and proper for carrying such power 
into execution. That grant of national 
power is sufficiently broad in sweep to 
include the establishment of national 
banks, bank depositories, and other 
financial agencies needed for the fiscal 
operations of the government. 

“Congress also has the power to 
enact legislation appropriate for the 
protection, preservation and regulation 
of such banks, bank depositories, or 
other agencies, and to make crimes 
acts which weaken them or impair 
their efficiency. 

“A Federal statute making criminal 
an act committed in connection with 
the operation or conduct of a national 
bank, a bank depository, or other 
similar fiscal institution, is not open 
to objection on the ground that such 
an act already constitutes an offense 
under the laws of the Stale, as a single 
acl may be criminal under both 
jurisdictions.” 

Conceivably, then. for one criminal 
act in connection with a national bank, 
the culprit could be convicted and 
punished by the United States and 
separately convicted and punished by 
the State in which the act was com- 
mitted. (Hudspeth vs. Melville, 127 
Federal Reporter, Second Series, 373.) 

+ aa ¢ 


One-man Private Bank 


A recent Indiana case involved a 
bank operated by an individual owner. 

“The owner of a private bank,” 
remarked the Appellate Court of 
Indiana, ‘‘is individually liable for all 
the obligations of the bank, and such 
owner may be sued in his individual 
capacity by the creditors of the 
bank.” (Erwin vs. Erwin, 41 North- 
eastern Reporter, Second Series, 644.) 

+ e e 


Effect of Check Deposit 
What is the effect of the deposit with 
a bank of a check drawn on that bank? 
Citing the Pennsylvania rule on the 
subject a Federal court recently said: 
“It is the settled law in Pennsyl- 
vania that the deposit of a check in a 
bank, even though the check be drawn 


on the bank receiving the deposit, is 
equivalent to the bank’s cashing the 
check and receiving the cash back for 
deposit.” (Ferguson vs. Reed, 44 
Federal Supplement, 387.) 

Many States impose a similar rule 
on such deposits, though not all of 
them put it in the words of the Pennsyl- 
vania doctrine. The effect is the same. 

+ 7 S 


Note or Debt? 


Courts sometimes point out that the 
holder may “‘elect’’ to sue on the note 
or on the debt the note represents. 

Recently the Court of Civil Appeals 
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of Texas stated the matter this way: 

**The rule is established by the great 
weight of authority in England and the 
courts of the American States that 
where a debt exists, and a note is 
given therefor by the debtor, the right 
of action is suspended upon the origi- 
nal consideration until the note be- 
comes due, and if it is unpaid at that 
time the creditor may elect to sue 
upon the original indebtedness, or 
upon the note, unless the note was 
accepted in absolute payment of the 
pre-existing debt.” (Ulmer vs. John 


Hancock Mutual Life Insurance Co., 
161 Southwestern Reporter, 
Series, 862.) 


Second 






THEY'RE COMING — 
MILLIONS STRONG! 


ND MILLIONS MORE will see that they will get where they are going 
with plenty of ammunition and food. Yes, they are well fed. The 
best fed army in the world! Organized agriculture is back of them. 


The well rounded programs under the guidance of the U. S. Department 
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debentures. These conservative, safe investments supply the sinews 
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(CONTINUED FROM PAGE 21) 


small concerns have formed co-opera- 
tive pools which have been very 
successful in obtaining war work which 
no one of the plants could have 
obtained or handled through its own 
efforts. 

Early in the defense program com- 
mercial banks were asked to assist in 
the subcontracting program, and vari- 
ous schemes have been tried since, 
but the big difficulty has been in 
bringing contractors and _ potential 
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WASHINGTON VIEWPOINT 


subcontractors together and in work- 
ing out a satisfactory method of divid- 
ing manufacturing operations among 
a number of small shops. The SWPC 
is expected to accomplish better re- 
sults because it can obtain and sub- 
let contracts itself, and because it can 
help provide local “pools” with en- 
gineering and financial assistance, can 
help manufacturers to obtain financial 
assistance, and in some cases can help 
manufacturers obtain vitally needed 
new machinery. 
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Customers’ Liability on Acceptances and Letters 


THE LIABILITIES 
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Reserve for Dividends Declared . . 
Reserve for Interest, Taxes, etc. . . 
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Bank's Liability on Acceptances and Letters of Credit 


- - $ 16,479,711.26 


*All Securities pledged are to the U. S. Government or its Agents, State of 
Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 
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In setting up the Smaller War 
Plants Corporation, however, WPB 
Chairman Donald M. Nelson poinied 
out that it will not operate as a 
panacea in solving all problems of 
small business. He described it as a 
mechanism to help increase the total 
quantity of goods needed in the war 
rather than a relief agency. WPB 
officials have stated on several occa- 
sions that a large number of small 
business concerns, both manufacturers 
and others, probably will have to close 
down or have their activities seriously 
curtailed because of the war. The 
SWPC will be of no assistance to small 
concerns which are not able to convert 
to the manufacture of war and essential 
civilian products. 

Banks having customers seeking 
assistance through the Smaller War 
Plants Corporation are asked to refer 
them to one of the 13 regional or 112 
local offices of the War Production 
Board in manufacturing centers 
throughout the country. 

One small-town banker, Albert M. 
Carter, director and past president 
of the First National Bank, Murphys- 
boro, Ill., is on the board of directors 
of the SWPC. Like Mr. Holland, 
chairman, the other three directors 
are small manufacturers. They are 
James T. Howington of Louisville, 
Ky., William S. Shipley of York, Pa., 
and Samuel Abbot Smith of Boston, 
Mass. 

+ % ° 


Federal Reserve Act Changes 
Feature Reserves 


Three changes are made in _ the 
Federal Reserve Act by a bill just 
signed by President Roosevelt and 
now known as Public Law Number 656. 

Of greatest interest to banks gener- 
ally is the section repealing a provi- 
sion in section 19 of the act which 
prohibited a bank from paying divi- 
dends or making new loans when its 
reserves are deficient. In asking for 
this repeal, Marriner S. Eccles, Chair- 
man of the Board of Governors of the 
Federal Reserve System, said the 
section was not consistent with the 
objective of permitting reserves to be 
withdrawn and checked against for 
the purpose of meeting liabilities. He 
explained that a Federal court recently 
held the director of a bank personally 
liable for loss on a loan made when the 
bank’s reserves happened to be defi- 
cient, and as a result of this some 
banks. are maintaining large excess 
reserves to avoid such occurrences. 

The new law, however, retains the 
old provision permitting the Reserve 
Board to impose penalties on banks for 
failing to keep reserves up to the re 
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quired level, and this is considered to 
be sufficient to prevent willful neglect 
of requirements. The board’s present 
regulations prescribe a penalty in the 
form of an interest charge amounting 
to 2 per cent more than the Federal 
Reserve Bank discount rate, so that 
it is cheaper for a bank to borrow from 
the Reserve Bank in order to maintain 
its reserves than it is to become 
deficient in reserves and pay the 
penalty. 

Another provision of the new law, 
also amending section 19 of the 
Reserve Act, permits the board to 
change the reserve requirements of 
member banks in central reserve cities, 
within the limits of the present law, 
without necessarily making a change 
in the reserve requirements of member 
banks in reserve cities. The board has 
power to change reserve requirements 
of banks by classes, but, heretofore, 
banks in central reserve cities (New 
York and Chicago) and in reserve 
cities (other cities where Reserve 
banks are located) were grouped to- 
gether in one class, while so-called 
“country” banks were in a second 
class. The board considered creation 
of three classes desirable because 
heavy withdrawals by correspondent 
banks at income tax periods might so 
deplete the funds of New York and 
Chicago banks that reserves could be 
kept up to the required level only by 
selling government securities and thus 
upsetting the market. Under the new 
provision the board can lower the 
reserve requirements of New York 
and Chicago member banks if, as and 
when this is considered desirable, and 
still keep requirements higher in other 
cities. At present the required re- 
serves of all member banks are at the 
maximum to which they can be in- 
creased under the law, and there is no 
change in the top and bottom limits 
of the board’s power to fix reserves. 

The third new change in the act 
concerns the manner in which Federal 
Reserve banks elect their presidents 
to the Federal Open Market Commit- 
tee. This committee consists of the 
Board of Governors of the Federal 
Reserve System plus five members 
elected by the twelve Reserve banks. 
The old law provided that one of these 
should be elected from either the 
Boston or the New York Reserve 
Bank, but in actual practice the presi- 
dent of the Federal Reserve Bank of 
New York always held the job and the 
Boston bank has never had a man on 
the committee, although the presidents 
of the other Reserve banks rotate their 
memberships. 

Because of its size and of the 
financial importance of New York 
City, the New York Bank should 
always be represented on the Open 
Market Committee, in the opinion of 
both the Reserve Board and the other 


Reserve banks. Therefore, the new 
law stipulates that the president or 
vice-president of the Federal Reserve 
Bank of New York shall always be a 
member of the committee, while the 
other Reserve banks are regrouped 
into ‘“‘election districts” as follows: 
One representative to be elected by 
the Boston, Philadelphia, and Rich- 
mond Reserve banks; one by the 
Cleveland and Chicago Reserve banks; 
one by the Atlanta, Dallas, and St. 
Louis Reserve banks; and one by the 
San Francisco, Minneapolis, and Kan- 
sas City Reserve banks. 

Although it was probably the intent 
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of Congress that Reserve banks be 
represented on the Open Market Com- 
mittee by their presidents, the old 
law did not so state, and as a result 
there have been attempts to elect 
officers of commercial banks. The new 
law requires the members of the com- 
mittee to be either presidents or vice- 
presidents of Reserve banks. 
Sf Sf +7 


Debt Repayment Urged as 
Anti-Inflation Step 


Federal administrative agencies are 
hammering away at that point of 











NEW CONSTRUCTION METHODS 
TAP NEW MARKETS 


Prefabrication has won a major victory 
—through the sudden, immediate need 
for housing thousands of war workers. 
Today, on Defense Housing projects 
throughout the country, this new method 
of construction is proving its worth. It is 
also proving that when the emergency 
is over, prefabrication will bring quality 
homes within the reach of new millions 
of people. 


The proof is now on record*. It is the 
natural result of the speed and control 
of construction—made possible by mass 
production methods. 


Homasote Company foresaw this new 
market when, in 1935, we pioneered 
with our first Precision-Built Home. 
Millions of dollars worth of Homasote 


*500 Houses in Missouri 
in 49 working days 

977 Houses in California 
in 73 working days 
5000 Houses in Virginia 
to be built in 5 months 





Homes have been built and countless 
improvements have been made since that 
time. We know that we will continue 
to improve Homasote Homes—and to 
lower their costs. But the records to date 
of thousands of machine-perfect, doubly- 
insulated homes show that the way has 
already been found to tap new housing 
markets all over the country—employee 
housing, realty developments, slum clear- 
ance and many similar projects. 


In the future, you will be taking mort- 
gages on this type of housing. They will 
represent a new and secure avenue for 
the employment of banking funds. Write 
for full details on this direct opportunity 
for the wide-awake banker. 
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HELP CONSERVE RUBBER 


by using the most efficient method 
for packaging and tying all kinds 
of small forms. Thousands of large 
banks and business concerns have 
been using Liberty String Binders 
for years. Now they are even more 
vital to the storage of small records 
than ever before. 

Tying with ordinary string is 
tedious . . . rubber bands rot, break 
... and besides they will become 
increasingly hard to get. Let 
Liberties do the job. 

Checks, Deposit Slips, Vouchers, 
Sales Slips and any other small 
forms can be packaged securely 
and quickly without tying. 


AVAILABLE PLAIN OR PRINTED 


Cost less than 2c each in 
quantities of 250 or more 


Free Samples 


ALL STYLES 


Write now for full information 
about this economical packaging 
method. Just attach this ad to 
your letterhead and mail today. 
BCH 


BANKERS BOX COMPANY 
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No more Rubber Bands for 


Don’t Worry! 
Tie Cancelled 
Checks, Statements, Mail, Currency, 
on the— 


BUNN PACKAGE 
TYING MACHINE 


The BUNN will tie a package of checks or 
currency in one and two-tenths seconds. The 
machine will automatically make a single or 
double wrap of soft cotton twine around a 
package of any size up to 114 inches wide. 
If the package is only % of an inch thick, 
it can also be tied without the least change 
or adjustment. 





the Duration — 








The Federal Reserve : Banking System has 
used the BUNN machines to tie currency for 
the past 18 years. 


Write for descriptive folder and also our 
ten-day free trial offer. 


Manufactured by 


B. H. BUNN COMPANY 


7605 Vincennes Avenue CHICAGO 





President Roosevelt’s anti-inflation 
program which urges people to get 
out of debt and avoid new debts dur- 
ing the war. While this point is some- 
what more successful than some of the 
others in the anti-inflation program it 
has not been universally accepted. 

For example, during the same week 
the President issued a letter urging all 
farmers to pay off their mortgages and 
other obligations and also signed a 
bill extending for two more years 
“emergency” reduced interest rates on 
Federal Land Bank and Land Bank 
Commissioner loans. In signing this 
bill the President issued a statement 
objecting to the legislation as being a 
mere palliative which fails to remedy 
basic defects in the farm mortgage 
credit system and as constituting a 
subsidy costing the taxpayers more 
than $67,000,000. The fact remains, 
however, that these continued low 
interest rates may have the effect of 
encouraging farm borrowers not to 
pay off these loans with low carrying 
charges, and so may undo what the 
President hoped to accomplish in his 
letter. The bill continues for two 
years rates of 31% per cent on loans 
and 4 per cent on farms purchased 
from the two Federal agencies. These 
rates were reduced during the depres- 
sion and Congress has voted to con- 
tinue them every time they were due 
to expire. 

In his letter to all farmers, Secretary 
of Agriculture Claude R. Wickard, 
urged debt repayment so as “‘to avoid 
the unnecessary hardships such as 
were experienced by farmers and others 
during and following the first world 
war.” 

Figures of the Farm Credit Adminis- 
tration show that even before this 


appeal farmers were making sub- 
stantial progress in reducing their 
debts. During the past twelve months 
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they paid $205,000,000 on the princi- 
pal of their loans from the Federal 
Land banks and the Land Bank Com- 
missioner, and close to $80,000,000 of 
this was loans paid in full prior to 
maturity. The amount of repayments 
was nearly double the new loans of 
these institutions, and in addition 
farmer-borrowers have made advance 
payments of some $8,000,000. 

The Federal Housing Administra- 
tion has urged home owners to pay 
off their mortgages as much as possible 
during the war, and now that priorities 
and materials shortages have curtailed 
all residence construction except hous- 
ing for war workers, FHA is urging 
home owners with other types of 
mortgages to convert them to an 
amortized basis at this time. Lending 
institutions using the FHA plan are 
encouraged to make a special effort 
to refinance older residences as an aid 
to the program of preventing the 
accumulation of debts which may be 
difficult to repay at a later date. 

Consumer indebtedness from install- 
ment loans has been curtailed very 
extensively, due to Regulation W of 
the Federal Reserve Board and to the 
decline in the supply of consumer goods 
available for purchase on the install- 
ment plan. The Department of Com- 
merce recently reported that during 
May loans receivable of credit unions, 
industrial banks and personal finance 
companies fell off almost $30,000,000. 
This was directly contrary to the usual 
seasonal trend, as during May, 1941, 
loans receivable increased almost $15,- 
000,000. 

On the other side of the debt pic- 
ture, many members of Congress are 
showing much interest in suggestions 
that the tax bill might include pro- 
visions which would give a moratorium, 
or at least substantial relief, in taxes 
on income used to retire debts. Be- 
cause of the general interest in this 
subject Randolph E. Paul, tax adviser 
to the Secretary of the Treasury, 
recently gave the House committee on 
ways and means a number of sugges- 
tions for accomplishing this objective. 
These were not official views of the 
Treasury Department, and the com- 
mittee did not adopt any of them in 
framing the current revenue bill, but 
much surprise was caused by Mr. 
Paul’s conclusion that better than 
any form of tax relief would be a 
general moratorium on payment of 
debts themselves. His argument was 
that a moratorium would give needed 
relief to those who could not pay both 
their debts and their taxes and would 
avoid complicated revenue collection 
regulations and administration, but 
many people were quick to point out 
that if Congress should give serious 
consideration to any such proposal it 
would be contrary to the President’s 
program for paying off debts. 
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